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* Toll-free, nationwide 7-digit number access. t
* Extra security via SecurID

® 66

random" password generator card.
* International access to 112 networks in 105 countries.

* Billing rendered on a corporate, division or end-user basis.
* Detailed billing available via EDI.

* No extra cost for ubiquitous access at speeds up to 9600bps.
* No extra cost for DTE rates up to 19.2Kbps (MNP5* protocol).
* No hidden local dial access charges.

* No additional surcharges as in other X.25 networks.
* Helps eliminate separate modem banks.

* Supports multiple protocols (Async, SDLC, TCP/IP and X.25).

tAn 800 number is available to serve remote areas where 7-digit access
is not yet available. SecurID® is a registered trademark of Security Dynamics
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Iniki damage may cost
insurers $800 million

By JOANNE WOJCIK

LIHUE, Hawaii-Insurers may
face about $800 million in claims

from Hurricane, Iniki, according
to early unofficial estimates from
the London market.

However, at least one loss spe-
eialist feels that if the island of

Kauai's No. 1 industry-tourism
-remains hobbled, business in-

terruption claims could drive in-
sured losses as high as $5 billion.

Kauai's remote location and
downed communications have

prevented insurers from getting

a firm handle on insured losses

on the island, even though Hur-
ricane Iniki struck the island

more than a week ago.
Many insurers are using boats

and military cargo planes or are
fighting for the few seats avail-
able on the limited commercial

flights to Kauai to gauge the
damage and adjust claims from
the Sept. 11 hurricane, which
packed up to 160-mph winds.

"The biggest problem will be
the tourist trade. The business

interruption claims on the hotels
alone will be unbelievable," said

Justin Balcombe, head of the ca-
tastrophe unit at Balcombe
Group P.L.C., a loss assessor in
Manchester, England, that has
personnel viewing the damage.
Unlike loss adjusters, loss asses-
sors represent policyholders.

"It is not just superficial dam-
age. There has been erosion of
the structures and damage to the
foundations," he said.

Some of the hotels on Kauai

will lose business for up to nine
months; standard business inter-
ruption policies offer coverage

Continued on page 69

The year of the cat
Andrew leaves top industry executives
searching for answers in Monte Carlo
By STACY SHAPIRO

and JAMES M. BURCKE 0000

36th

Rendez-Vous

de Septembre

MONTE CARLO, Monaco-
Reinsurance and insurance in-

dustiy executives have profound
questions about the future of the
market.

Answers, though, seem to be
few and far between.

Few of the executives attending
the 36th Rendez-Vous de Sep-
tembre, the annual reinsurance
gathering in Monte Carlo, would
venture a long-term view of the market-without
some type of qualification.

After five years of unprecedented catastrophes
capped by Hurricane Andrew and a series of financial
disasters in the London and Scandinavian markets,

nearly all attending the Rendez-Vous agreed that in-
surance and reinsurance rates must rise.

However, just when that will happen is still any-
body's guess.

Some say the losses created by recent hurricanes
and the red ink on British and Scandinavian un-

derwriters' financial statements will cause reinsur-

ance prices to harden at year-end, with primary in-
surance rates headed upward by next year.

One reinsurance executive says his company will
insist that ceding companies start to get "their house
in order" if they want proportional capacity.

Others, primarily U.S. executives, disagree, saying
they've heard that song before. There is still too much
capital, especially in the U.S. market, to support
across-the-board rate increases, they contend.

Others point out that Hurricane Andrew is batter-
ing only selected segments of the market, like the
huge direct-writing U.S. insurers. Not enough pain is
being felt by all players to turn the entire market-
place around, they reason.

Still others tick off reason after reason why the
market should turn, only to conclude that it won't
happen anytime soon. Principal among the rationales:

Managements lack the will, and
sometimes the courage, to raise
rates.

About the only thing on which
nearly everyone attending the
Rendez-Vous agreed: Rates for
property catastrophe coverage
will rise even further during
year-end renewals, while cat
cover capacity will be reduced
and attachment points increased.
And, the retrocessional market
will further tighten, with some
predicting that retrocessional ca-

pacity will be virtually impossible to find.
"There's no question that cat prices will go up, but

will they match loss costs?" asked Ajit Jain, president
of Berkshire Hathaway Inc.'s professional liability
and specialty risks division in Stamford, Conn.

That's where the consensus generally ends. Many
executives honestly admitted they had no idea where
the overall market is headed. Most conversations

during the Rendez-Vous were begun with the words,
"What are you hearing?"

Part of the reason for the confusion was that dis-

cussions inevitably centered on Hurricane Andrew
and its effect on property catastrophe reinsurance,
even though cat covers account for no more than 20%
of the overall reinsurance marketplace.

In short, it was the "year of the cat" in Monte
Carlo.

One broker admitted that he had hardly heard the
word "casualty" mentioned during an entire week
of meetings. Those who did discuss casualty issues
said they expected reinsurance rates to hold steady at
year-end.

Others complained that all the talk of Andrew and
cat covers upset their agendas, which left still more
questions unanswered.

"We expect to see a harder market, but what ex-
actly we will see, we do not know," summed up Mah-
moud M. Abdallah, senior vp of American Re-Insur-

Continued on page 48

Update
$25 million settlement reached

in United Flight 232 lawsuit
CHICAGO-The family of a Michigan

man who died in the 1989 crash of United

Air Lines Flight 232 in Sioux City, Iowa,
settled a wrongful death lawsuit last week
for $25 million in cash the day the case was
set to begin trial.

The suit was filed by the surviving wife
and children of Gary Bierlein, a self-made
millionaire from Saginaw, Mich., who was
39 when the plane crashed on July 19, 1989,
killing Mr. Bierlein and 111 others (BI, July
24, 1989). United Air Lines Inc.; McDonnell

Continued on nezt page
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A resort in the Poipu Beach area of the Hawaiian island of Kauai
was devastated by the 160-mph gusts packed by Hurricane Iniki.

Doctors, legislators
unveil novel plans
for health reform

By JERRY GEISEL

WASHINGTON-With health

care reform legislation dead this
year, physician and congressio-
nal groups are making dramatic
new proposals to try to lead the
reform movement next year.

The 77,000-member American

College of Physicians last week
unveiled a new approach to the
play-or-pay concept of expand-
ing health insurance. The organi-
zation, the second-largest doc-
tors group in the nation, calls for
tough new cost controls and
shifting a huge chunk of employ-

ers' health care costs to a public
plan.

Breaking ranks with the lar-
gest medical lobby-the Ameri-
can Medical Assn.-the group is
advocating a national limit on
health care spending with fixed,
uniform rates to meet that limit.

Another key component of the
plan would shift individual em-
ployee claims of more than
$50,000 and coverage for em-
ployees and retirees age 60 and
older to a public plan.

"The system is racing toward a
meltdown. Only a budget limit

Continued on page 4

No threat from Nordic mess: Analysts

Skandia America,
Home insulated

By JUDY GREENWALD

NEW YORK-The turmoil now

engulfing Scandinavia's insur-
ance and financial markets will

have little effect on two major
U.S. insurers with Swedish par-
ents, observers say.

Skandia America Reinsurance

Corp., a unit of Skandia Holding
A.B., and The Home Insurance

Co., which is 60% owned by
Trygg-Hansa SPP Holding A.B.,
are regarded as strong enough
and sufficiently independent to
withstand any financial prob-

More developments
in Scandinavian insurance crisis

Page 13

lems at their parent companies.
Skandia America's planned in-

.itial public offering, through
which Skandia Group plans to
reduce its equity in the U.S.
reinsurer to a minority share,
also is not expected to be ad-
versely affected, analysts say.

In addition, U.S. insurers that
buy reinsurance in the Scandin-
avian market are unlikely to en-

Continued on page 72
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Update

$25 million air crash settlement
Continued from previous page

Douglas Corp., which manufactured the DC-10 jetliner; and General
Electric Co., which manufactured the engine, were all named as
defendants.

The survivors of 39 other people who died in the crash have filed
suit against the defendants for compensatory and punitive damages in
Cook County Circuit Court, but their cases probably will not go
to trial until early next year, said Kevin G. Burke, an attorney with
Corboy & Demetrio in Chicago, which represents the Bierleins and
other families.

The Bierlein case was settled more quickly because the family
did not seek punitive damages. In return, the defendants agreed
not to contest liability, Mr. Burke said.

Bush unveils family leave plan
WASHINGTON-President Bush's plan to provide tax credits to

small businesses that offer family leave programs would cost $2.7
billion over five years, the Treasury Department says.

Mr. Bush unveiled his proposal last week after repeating his
threat to veto a family leave bill Congress has passed.

Under the bill, S. 5, companies with more than 50 employees would
have to provide 12 weeks of unpaid job-protected leave and continue
to offer health care benefits to workers on leave (BI, Sept. 14).

Under the Bush proposal, employers with fewer than 500 workers
that provide family leave could get an annual tax credit of up to
$1,200 per employee on leave, or a maximum credit of $100 per
week for 12 weeks. To earn the tax credit, employers would have to
guarantee jobs during leave and continue providing benefits.

The administration plan has not been introduced in Congress as
legislation.

U.S. seeks Pan Am sanctions

NEW YORK-Pan American World Airways Inc. and its law-
yers knowingly pursued groundless claims against the U.S. govern-
ment in an attempt to shift the blame for the 1988 terrorist bombing
of Pan Am Flight 103 over Lockerbie, Scotland, lawyers for the gov-
ernment and victims' families allege.

The government and plaintiffs' lawyers have are separately pursu-
ing motions that seek sanctions against Pan Am and defense lawyers
hired by Pan Am's lead liability insurer, U.S. Aircraft Insurance
Group.

The government's motion seeks payment for 18,873 hours spent by
government lawyers and agencies responding to Pan Am's charges,
along with $202,817 in U.S. Justice Department costs.

The motions have been served but will not be filed in U.S. District

Court in Brooklyn until shortly before a scheduled Oct. 2 hearing.
In seeking to make the government a third-party defendant in

crash litigation, Pan Am charged that the Central Intelligence Agency
and Drug Enforcement Agency knew of the terrorist threat before a
bomb exploded on Flight 103, killing 259 people on board and 11 on
the ground, the motion says. Pan Am pursued the charges although
the airline in fact had reason to believe the allegations were false, the
government says.

A federal judge dismissed the government as a defendant be-
fore trial, and a jury on July 10 found Pan Am guilty of willful
misconduct for failing to detect an unaccompanied bag contain-
ing the bomb.

The finding removed the Warsaw Convention's $75,000 per passen-
ger limit on compensatory damages and exposed Pan Am and its
insurers to liability that could reach $500 million (BI, July 20).

Pan Am has served papers opposing the motion.

Garamendi combats redlining
LOS ANGELES-Following the California Insurance Depart-

ment's analysis of insured and uninsured property losses from the
Is Angeles riots, Commissioner John Garamendi is proposing new
rules to discourage redlining by insurers.

Mr. Garamendi also is vowing to crack down on unlicensed and
shaky insurers and closely monitor how all insurers pay claims
from the riots (BI, May 11; May 4).

The proposed regulations would increase penalties for violating
antidiscrimination laws and give insurers incentives to do business
in poor urban areas. Insurers that demonstrate "exceptional ser-
vice" to such areas could use higher rates of return in their Proposi-
tion 103 calculations, while those with poor records would be res-
tricted to a lower rate of return, the Insurance Department said.

Mr. Garamendi also proposed requiring insurers not licensed in
California to: demonstrate an audited minimum of $15 million in

capital and surplus; maintain a U.S.-based trust fund of at least
$5.4 million; have at least three years of experience in selling the
line of insurance; and sell through brokers licensed by the state.

Unpaid riot-related claims owed by insurers not licensed in Cali-
fornia total more than $43 million.

Updates continued on page 70

Errors & omissions

• Lloyd's of London syndicate 529 underwritten by Adrian
Underwood and managed by Sterling Underwriting Agencies

Ltd. does not write property coverage for real estate company
VMS, as reported in the Sept. 7 issue.

• Two insurance companies were inadvertently omitted from
the listing of surplus lines insurers in the Aug. 17 issue. Their
full listings appear on page 28.

Starkly different visions
Aides to Bush, Clinton square off over health care policy

By JERRY GEISEL

WASHINGTON-If Arkansas

Gov. Bill Clinton is elected presi-
dent, he will seek to limit health
care spending and require all
employers to offer health care
coverage or pay a premium to a
public plan to cover uninsured
workers.

"We must have a means to

bring fiscal discipline to the
health care system," says Bruce
M. Fried, coordinator of the
Clinton for President Health

Care Advisory Group.
Without national spending

limits or targets, health care
costs will continue to spiral out
of control, he added.

At the same time, employers
have a "basic obligation" to offer
health care coverage to workers,
said Mr. Fried, adding that an
employer health care mandate
would control cost shifting by
hospitals and doctors.

By contrast, President Bush, if
re-elected, definitely will not
propose national health care
spending limits or an employer
health care mandate, a top Bush
adviser says.

When prices are set by the gov-
ernment, the system becomes
"rigid" and innovation is
blocked, says Gail Wilensky, for-
mer administrator of the Health

Care Financing Administration
and now a domestic policy advi-

sor to President Bush.

Benefit requirements, Ms. Wi-
lensky says, hinder efforts by
large companies to offer benefit
packages that meet company and
employee needs.

And, if Congress sets the bene-
fits that should be included in an

employer's health care plan, leg-
islators will keep increasing the
level of benefits that must be of-

fered, she argued.
"We've learned at the state

level" that is what would hap-
pen, Ms. Wilensky said.

Mr. Fried and Ms. Wilensky
squared off last week at a meet-
ing sponsored by the Coalition to
Preserve Health Benefits, a

Continued on page 72

Pollution coverage split
Florida court cites Ohio's highest court
drafting history in denies CGL coverage
policyholder victory for gradual pollution

By JOANNE WOJCIK By DOUGLAS McLEOD

TALLAHASSEE, Fla.-The pollution exclusion
clause in comprehensive general liability policies
does not bar coverage for gradual pollution based
on the exclusion's drafting history, the Florida Su-
preme Court has ruled.

The Sept. 3 decision marks the fourth time a state
high court has cited the exclusion's drafting history
in ruling in favor of policyholders on this critical
issue.

The Florida court joins the highest courts of Col-
orado, Georgia and Wisconsin in ruling that a stan-
dard pollution exclusion clause contained in many
CGL policies does not preclude coverage for grad-
ual pollution that was neither intended nor ex-
pected by the policyholder.

The Colorado Supreme Court in 1991 found that
the pollution exclusion does not relieve insurers of
their duty to defend a policyholder facing hazard-
ous waste cleanup litigation (BI, June 17, 1991).

The Wisconsin Supreme Court in June 1990 and
the Georgia Supreme Court a year earlier ruled that

Continued on page 20

COLUMBUS, Ohio-Pollution from two Ohio
landfills was not "sudden and accidental" so cov-

erage of related liabilities is therefore barred by the
pollution exclusion in comprehensive general lia-
bility policies, the Ohio Supreme Court has ruled.

The court last week unanimously overturned a
lower court ruling that a clause affording coverage
for "sudden and accidental" pollution means only
that the pollution must be "neither expected nor
intended" by the policyholder.

Instead, the Supreme Court found that "sudden"
must be given the temporal meaning of "abrupt" or
"quick" and that the exception thus doesn't provide
coverage in cases of gradual seepage from a land-
fill.

The ruling conflicts with another recent decision
on the same issue by the Florida Supreme Court.
Four state supreme courts have now sided with pol-
icyholders on the issue, while four others have
found for insurers.

Insurer attorneys made much of their Ohio
Continued on page 71

Deadlines approach for two international directories
Deadlines are approaching for two Business

Insurance directories.

One directory will list global property/ca-
sualty insurers, and another will include multin-
ational employee benefit networks. These direc-
tories will be published in the Nov. 9 issue,
which will contain a spotlight report on trends
in the international insurance marketplace.

There is no charge to be included in the direc-
tories; however, companies that wish to be listed
must fill out and return a BI questionnaire. The
deadline for insurers and benefit networks to re-

turn completed questionnaires is Oct. 2.

Inside

,••' Keep the push for tort reform, this week's edito-
rial says. PAGE 8

0' Western International Insurance Co. in Huntington
Beach, Calif., succumbs to the L.A. riots as a court de-

clares it insolvent and orders it liquidated. PAGE 10

0' The Scandinavian insurance crisis continues to unfold

as Hafnia Holdings puts its subsidiaries on the selling
block. PAGE 13

7 The changing complexion of the war in Bosnia-Herze-
govina raises concerns for print and broadcast news out-
fits that offer life and accident insurance .for employees
working in the conflict zone. PAGE 13

a,0 The states have a rightful claim to insurance regula-
tory authority, a New York regulator said at the American
Risk & Insurance Assn. meeting in Washington. Confer-
ence coverage begins on PAGE 22

If your company is a global property/casualty
insurer or is a participant in a multinational
benefit network and you have not yet received a
questionnaire, please request one by calling
Cindy Bloom at 312-280-3195.

In addition, work is under way on BI's Man-
aged Care Market Report, to be published in De-
cember, which includes directories of health

maintenance and preferred provider organiza-
tions.

HMOs that need a questionnaire should call
Kathy Welyki at 312-649-5279. PPOs should call
Ms. Bloom at 312-280-3195.
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Vote rs anticipate
new benefit taxes

Charting a course

within next yea r
in marine insurance
Insurers told vention and claims-handling services, he adds

Underwriters must be careful, though, that
By JERRY GEISEL elected president, while 36% said their efforts to drlve out shipowners with poor

President Bush would be more loss experience do not penalize quality shi-
WASHINGTON-A majority likely to weed out powners, a shipping executive cautions

of U S voters expect Congress Another 10% said one candi- "Marine underwriters do have an important
will impose new taxes on em- date would be about as likely as role to play in deciding who will survive in the
ployee benefits next year, though the other to try to increase taxes shipowning business and how they carry out
they are split over which of the if elected president shipowners their business They have two ways of doing
presidential candidates is more The remainder either were not this by rate setting in its broadest sense, and by
likely to propose a benefits tax, a sure or thought neither would By GAVIN SOUTER control of standards," said Hans Terie Anonsen,
new survey finds likely try to increase taxes on senior vp of Vesta Insurance Co in Bergen, Nor-

Voters remain staunchly op- benefits BERN, Switzerland-Marine underwriters way
posed to any benefit taxes and Earlier this year, the Bush ad- have the power-and duty-to force shipowners Both shipowners and marine insurers are find-
will oppose congressional candi- ministration was considering a with substandard vessels and crews out of busi- Continued on page 42
dates who favor them, according variety of new benefit taxes, in- ness by raising rates and im-
to the "Consumer Caravan" cluding barring employers from posing tougher standards, a 'j'%:%=1=,
study taking tax deductions on health 1]ImN 1)2 leading marine underwriter , 3

Of the 1,000 voters surveyed in care costs that exceed a certain IUMIcrAN) says
August by Opinion Research level, or taxing employees on em- Quality shipowners will sur-
Corp of Princeton,NJ, 55% ployer-provided health care pre- ) * I :Ivive this weeding-out process, ,< . , $

said they expect Congress to in- miums exceeding a certain he says *¢FL ,, '4 3
.·

crease taxes on benefits next amount The proposals, though, And as long as these shipowners cooperate 1

year, while 26% do not expect never were formally proposed with underwriters and provide reliable data on 44

new benefit taxes and 19% are because of the intense opposition their vessels and crews, they will be supported .1.

not sure they generated (BI, Jan 20) by insurers and should receive better loss pre-
However, there was no con- Gov Clinton has not directly

sensus on whether President spoken out on benefit taxation
Bush or Gov Bill Clinton would But, like President Bush, he has Oil spill statute,
be more likely to turn to benefits endorsed raising Medicare taxes
as a revenue source on upper-income retirees (BI,

For example, 38% said Gov July 20) poor crews topClinton would be more likely to Currently, employers can pro-
increase taxes on benefits if Contnued on page 26

P&1 club woes ----
-"

--

As courts clog, .=
--

-FL

By MICHAEL BRADFORD r

ADR wins favor HOUSTON-Protection and indemnity clubs _ - 2 0 ---
'1 r .

have been sailing through rough seas in recent
years as the frequency and severity of claims AP/Wide World Photo

continue to surge an 011 spill liability law, could cause ela ms to

Firms seek new ways to settle disputes While P&I clubs say premi- continue to rise
Of'Ix\/ ums have been raised to offset Mr Svensen participated in a panel discussion

40By EILEEN P. GUNN Some 18 5 million-including A soaring claims, some shi- of the difficulties facing P&I clubs at the Hous-
routine suits over wills, small 1- powners complain that the ln- ton Marine Insurance Seminar last week).l

When a group Of tnvestors filed claims and the like-were filed surers aren't doing enough to One concern for P&I clubs is aUS law that,

sult tast August m Callfornia in 1990 alone, says the National '*El!* ensure the coverage is competi- among other things, expands shipowners' liabil-
state court against 69 real estate Center for State Courts tively priced ity in the event of oil spills and calls for changes
developers and 20 insurers over With the court system woefully P&I clubs are mutual insur- in tanker design (BI, Aug 27, 1990)
investment fraud and construe- 111-equipped to handle that mas- ers that write liability coverage for their ship- "Underwriters are terribly concerned about
tion defects, the trial was sche- sive load, corporations are in- owner members The clubs can require ship- OPA '90," said Mr Svensen The clubs fear "as-
duled to last a fult year Defense creasingly turning to alternative owners to pay supplemental premiums to cover tronomical natural resource damage claims and
costs were estimated at $500,000 dispute resolution mechanisms, unanticipated member losses from prior years consequential liabilities and the real risk of even
to $750,000 per insurer, and like mediation and arbitration, The clubs say that the number of claims that smaller oil spills leading to substantial and un-
clatms totaled $25 mdhon to settle disputes fall within their retentions began rising slowly predictable liabilities "

But two months before the trial Both non-profit and for-profit in 1986 and took a dramatic leap in 1989 and "We're in for a very long period of uncer-
date, a przvate mediator sat organizations offer ADR ser- 1990, forcing clubs to make more calls on mem- tainty," said Thomas J MeGowan, president of
down with the parties After 10 vices The methods they employ bers A moderate increase followed m 1991 Shipowners Claims Bureau Inc in New York,
days Of mediation spread over a can be used to resolve a broad "You have heard many times that claims in which manages the American P&I Club
six-week period, the parties set- spectrum of conflicts, ranging P&I clubs have exploded," said Sven-Henrik The act "may be an unenforceable statute," he
tted the dispute for $25 mihon from two-party personal injury Svensen, director at Assuranceforeningen Gard, suggested "The Coast Guard lS grappling with
The mediation fee, pad for by disputes to multiparty interna- a Norwegian P&I club some of the problems now, SO lS the entire ship-
the defense, was about $27,000 tional contract disputes One reason for the increase lS Inadequate ping industry

Advocates of ADR say its ad- training of crew members, he said In addition, "The only certainty 15 that it iS going to cost
American courts-and, some vantages over the civil justice tightening reinsurance capacity has forced the shipowners and consequently the clubs," along

say, U S businesses-are groan- system are that it settles disputes clubs to retain more of their risks with the American public, in terms of expenses
ing under the weight of civil more quickly, costs less than fil- And, he added, the Oil Pollution Act of 1990, Continued on page 64
lawsuits Continued on page 29

401 (k) plans a hit even with small firms
*mployer*ith 0 By JERRY GEISEL employees said they now offer a 401(k) able benefit costs, Mr Rumack said

®' *1 401(k) plan +' ,% plan, up from 87 2% in 1991 The continuing growth of 401(k) plans is
1 401(k) salary reduction plans, one of the Among larger employers, the prevalence detailed in Buck's new survey, "401(k)1,1.

416 Des* the economy 401 (k) plans , f most popular employer-provided benefit of 401(k) plhns crept up slightly 956% of Plans-Past, Present and Future " The
1' continued to grow Smaller firms A programs in the 1980s, continue to grow, a employers with more than 5,000 employ- survey also examines a wide range of other
, accounted for much of the growth. new survey shows ees now offer a 401(k) plan, up from 94 3% 401(k) plan issues, including participation

L

/ 1991
Even though the economy continues to in 1991, and 943% of employers with be- rates, matching features, loan provisions,

100%- sputter, more employers are adding 401(k) tween 1,001 and 5,000 employees now investment options and plan administra-
1992

95 6 plans to their benefit programs, the sur- offer a plan, up from 93 4% last year tion

vey finds 401(k) plans are now so widespread that According to the survey 401(k) plan
+1$ 90

This year, 93% of 654 employers re- "they have become part of the American participation rates on average remained
sponding to a Buck Consultants Inc sur- benefit culture," said Frederick Rumack, steady at 74% of eligible employees be-

iI
vey said they offered a 401(k) plan, up director of tax and legal services in Buck's tween 1991 and 1992 But, that rate is still
from 91% last year and 72% in 1989 Just New York office significantly higher than it was a few
36% of employers offered a 401(k) plan in Even in the midst of a recession, em- years ago In 1989, 66% of eligible employ-

0 1984 ployers-many of which never offered a ees on average participated in their com-
1,000 or fewer 1,001 - 5,000 Ower 5,000 4
emplo™$ am'94'05 Imployees, r

Smaller companies are responsible for pension plan-are establishing 401(k) pany's 401(k) plan, up from 62% in 1984
785-, much of 401(k) plan growth For example, plans because they are very popular with Employee participation in 401(k) plans

90 4% of employers with fewer than 1,000 employees and offer the company predict- Cont:nued on page 41
GRAPHIC B f A TAANCHITA
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Two more insurers sue NME

DALLAS-Two more insurance companies have filed suit accus-
ing health care services giant National Medical Enterprises Inc. of
billing them for millions of dollars in bogus psychiatric claims.

Aetna Life Insurance Co. in Hartford, Conn., and Metropolitan
Life Insurance Co. of New York filed suit Sept. 14 in U.S. District
Court in Dallas charging NME with insurance fraud. The insurers
are seeking unspecified damages under the federal Racketeer In-
fluenced and Corrupt Organizations act, which allows treble dam-
ages, plus litigation costs, Aetna says.

The insurers allege that Santa Monica, Calif.-based NME perpe-
trated "an elaborate scheme" to hospitalize patients-regardless of
medical need-in its affiliated hospitals and to bill insurers for
treatments it never provided. The complaint also charges that NME
relied on illicit recruiting of patients through kickback schemes with
referring physicians and public school guidance counselors.

Aetna and MetLife said they have paid more than $500 million to
NME's psychiatric hospitals since 1988.

The suit comes on the heels of a similar action filed by eight
other insurance companies in July (BI, Aug. 3).

NME said in a statement that it will "contest this needless legal
action vigorously."

-By Christine Wootsey

Physicians plan
Continued from page 1
can prevent that meltdown," ac-
cording to Howard Shapiro, direc-
tor of public policy for the Ameri-
can College of Physicians in
Washington.

Meanwhile, the Conservative

Democratic Forum, a group of 57
House Democrats, unveiled a pro-
posal that would, among other
things, establish giant health care
purchasing arrangements for small
to medium-sized employers as well
as individuals.

The bill, co-sponsored by 17 of
the representatives, also calls for
denying tax deductions for gener-
ous health care plans whose costs
exceed certain levels.

Reforms included in the legisla-
tion "are the most powerful tool to
make health care more affordable.

This is the hottest idea around,"

said Rep. Jim Cooper, D-Tenn.,

E

f,f

66Never say never."

who is chairman of the Conserva-
tive Democratic Forum.

"It is fundamental systematic re-
form," said Rep. Charles Stenholm,
D-Texas.

Both of the new proposals come
at a time when the health care re-

form debate in Congress has
ground to a halt.

Several months ago, Democratic
members of the House Ways and
Means Committee made a much-

ballyhooed effort to get reform leg-
islation to the House floor by Au-
gust (BI, June 22). That effort
ended abruptly when the Demo-
crats could not reach a consensus

on a reform package.
And, with less than a month to

go before the scheduled end of the
102nd Congress, action on any
health care reform proposal is all
but impossible.

But with 36 million people un-
insured and health care costs con-

tinuing to soar, the congressional
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drive to solve or reduce those prob-
lems will resume next year.

"House Democrats plan to con-
tinue to work to forge legislation
that will ensure that all Americans

can afford the quality health care
that they expect and deserve," said
House Majority Leader Richard
Gephardt, D-Mo.

But with no proposal command-
ing a big block of support, groups
like the American College of Physi-
cians and the Conservative Demo-

cratic Forum are launching new
proposals to try to break the cur-
rent political stalemate.

The doctors' proposal is based on
the play-or-pay approach, under
which an employer either has to
offer a health plan meeting federal
standards or pay a new payroll tax
to fund coverage for the uninsured.

The concept has been endorsed
by a range of Democratic congres-
sional leaders, including Senate
Majority Leader George Mitchell,
D-Maine, and House Ways and
Means Committee Chairman Dan-

iel Rostenkowski, D-Ill.
But the Bush administration has

launched a blistering counterat-
tack against play or pay, charging
that it would be the first step to-
ward a national health insurance

systenn.

To bolster that argument, the ad-
ministration released a study ear-
lier this year that found that the
Democrats' play-or-pay proposals
would prompt companies to termi-
nate their health plans, leaving
tens of millions of workers to be

covered by a public program. That
is because employers would find it
less expensive to pay a 7% to 9%
payroll tax-the range of the tax
called for in the Democrats' play-
or-pay proposals-than to continue
group health care coverage, ac-
cording to the study by the Urban
Institute, a Washington-based re-
search organization.

With play or pay, "Millions of
workers who now have employer-
sponsored plans would be thrown
into the public plan, losing both
their freedom to choose the type of
coverage they want to have and
their access to private health insur-
ance," Secretary of Labor Lynn
Martin charged when the study
was released (BI, Jan. 13).

The proposal by the American
College of Physicians, a Philadel-
phia-based organization repre-
senting physicians who practice in-
ternal medicine and various

subspecialties, is a direct response
to that criticism.

It aims to ensure that premiums
are equal to or less than the payroll
tax. That would encourage em-
ployers that are not now offering
health plans to begin doing so. It
also is designed to discourage em-
ployers from terminating plans
they now offer.

Making employer plans less ex-
pensive than the payroll tax "ad-
dresses a criticism of those 'play-
or-pay' plans in which the pre-
mium cost to 'play' is so much
higher than the tax to 'pay' that
employers would terminate cover-
age and transfer employees to the
public program-eventually lead-
ing to a single public system," the
doctors' group says in the Sept. 15
issue of its journal, Annals of In-
ternal Medicine.

To reduce employers' health care
costs below a payroll tax of
roughly 7% to 9%, the group pro-
poses creating a new public plan
that would:

• Cover any health care claim
exceeding $50,000.
• Offer coverage to employees

who are at least 60 years old.
• Gradually offer benefits for

retirees now covered by employer
plans.

Shifting those claims from em-
Continued on page 6
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Health proposal
Continued from page 4
ployer plans to a new public plan
could slash an employer's annual
health care expenses 15% to 30%,
said John Erb, a principal with A.
Foster Higgins & Co. Inc. in New
York.

Funding for the public plan,
which would cover the uninsured,

would come from employers choos-
ing to pay the payroll tax, income-
related premiums paid by benefi-
ciaries, increased alcohol and ciga-
rette taxes and general tax
revenues.

No specifics are given for how
much new tax revenue would be

needed in order to finance the pub-
lie plan.

Small business groups, which
opposed earlier play-or-pay pro-
posals, were quick to reject this
one as well.

A play-or-pay approach would

hurt low-income workers because

financially pressed small firms
would either have to cut jobs or re-
duce other benefits to pay for the
plan, charged the National Federa-
tion of Independent Business in
Washington

Among big businesses, the reac-
tion was mere favorable. Walter B.

Maher, director of federal relations
in the Washington office of
Chrysler Corp., said the latest
play-or-pay proposal would ensure
that health care costs are distri-

buted equitably throughout the
economy.

Small employers in other indus-
trialized countries pay for health
insurance for workers, and there is

no reason why small employers in
the United States should escape
that responsibility, according to
Mr. Maher.

Breaking ranks with the AMA,
the American College of Physicians
called for limits on national health

care spending, which is expected to
top $800 billion this year.

Under its plan, a new national
commission would recommend to

Congress a health care budget for
the nation. The commission, in

consultation with state au:horities,
then would set a budget for each
state based on its population and
disease burden.

States would be required to es-
tablish a mechanism for employer-
and public-sponsored plans to ne-
gotiate fees with physicians, hospi-
tals and other providers. Uniform
rates would apply under all plans
within a state or a region of a
state.

By contrast, Medicare and Med-
icaid currently do not pay the full
tab for physician and hospital care,
resulting in cost-shifting by pro-
viders to employer plans,
Chrysler's Mr. Maher said.

Medicare and Medicaid would be

replaced under the Amencan Col-

-  kan(lia America Group
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lege of Physicians' proposal by new
publicly sponsored insurance plans
that would provide benefits identi-
cal to those in employer-sponsored
plans.

Some business groups applauded
the physician group for recom-
mending cost controls.

"It is the first case of clear think-

ing by the provider community
that I have seen in a long time. A
segment of the medical community
is recognizing that we can't con-
tinue to operate the health care
system on a cost plus basis," said
Mark Ugoretz, president of the
ERISA Industry Committee, a
Washington-based benefits lobby-
ing group representing large com-
panies.

The American College of Physi-
cians' Mr. Shapiro said that unless
health care costs are slowed,

the country may move to a more
radical delivery system, like a gov-
ernment-run and administered

Treaty
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Surety

ART

Finite

Claims

Services

Actuarial

Services

Captive
Management

Investment

Management

program.

However, that argunnent has not
persuaded the AMA, the nation's
largest physician group. It still re-
jects global budgeting and cost
controls as the "beginning of
health care rationing," which will
cause public suffering.

Other observers, like Stuart J.

Brahs, vp-federal government rela-
tions in the Washington office of
The Principal Financial Group, de-
scribe the American College of
Physicians' proposal as "coura-
gec)us."

But Mr. Brahs said there is not

yet a strong groundswell of sup-
port in Congress for tough health
care cost controls.

Meanwhile, under a proposal by
the Conservative Democratic

Forum, individuals and employers
with fewer than 10,000 employees
would be organized into giant pur-
chasing arrangements, known as
health plan purchasing coopera-
tives, in each state.

Employers with more than
10,000 employees could join the co-
operatives, but they would not be
required to do so.

These cooperatives would con-
tract for health insurance with

"accountable health plans," or
plans that meet standards set by a
new national board modeled after

the Securities and Exchange Com-
mission.

The national board would set the

standard benefits package that
would have to be offered by an ac-
countable health plan. Purchasing
cooperatives would then seek bids
from these plans.

An employer could select an ac-
countable health plan that was not
the low bidder, but it would be
penalized for doing so. The em-
ployer could only take the tax de-
duction it would have been entitled

to with the cheaper plan, not a de-
duction based on its actual, higher
costs.

Big self-funded employers could
receive a full tax deduction for

their health care costs if their plans
are certified as accountable health

plans and the costs of their plans
do not exceed the cost of the least

expensive accountable health plan
in their region.

An individual, like a self-em-
ployed professional, could obtain
coverage through a purchasing co-
operative and receive a full tax de-
duction if the plan's cost does not
exceed the least expensive plan in
the region.

The purchasing cooperatives also
would offer coverage to poor peo-
ple. Premiums paid by individuals
would depend on income, and cov-
erage for the poor would be subsi-
dized by the government.

Funds for the government share
of the premium would be raised by
limiting the employer tax deduc-
tion for health care coverage to the
low bid for an accountable health

plan and subjecting all wages to
the Medicare Part A payroll tax.
That 1.45% tax, paid by both em-
ployers and employees, now ap-
plies to the first $130,000 of wages.

Some business groups last week
said that they wanted to study the
Democratic group's proposal in
greater detail before commenting.

But some experts say that limit-
ing employers' tax deductions
would put some companies in a
difficult position.

An employer that negotiates
health benefits through collective
bargaining could be put in a bind,
noted Ellen Goldstein, director of
health policy for the Assn. of Pri-
vate Pension & Welfare Plans in

Washington.
If a company offered a more ex-

pensive plan, it would not receive a
full tax deduction. But if it offered

a lower-cost plan, it could risk a
strike by employees, she said. m
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Opinions

Tort reform push not ove r
LOSE, AS THE SAYING goes, only countsin horseshoes and hand grenades.

Along that line, it really is irrelevant that legis-
lation to establish a uniform federal product liabil-
ity law failed to win Senate consideration this

month by only two votes (BI, Sept. 14).
But taking a broader, long-term view, the nar-

row margin of its defeat should encourage busin-
esses to renew their lobbying efforts in Congress

next year.

As federal product liability reform proponent
Victor Schwartz correctly points out, support for
product liability reform is growing slowly but
steadily, which is directly opposite the path taken
by other reform initiatives that have been opposed

by the trial bar.
For example, congressional support for federal

no-fault automobile liability insurance standards

eroded steadily after an initial burst of enthusiasm
in the early 1970s. By the late 1970s, congressional
support for the no-fault concept had withered
under a barrage of opposition from the plaintiffs'
bar.

By contrast, congressional support for federal
product liability reform legislation has increased
incrementally since a bill was first introduced in
1981.

In the mid-1980s, only about 30 senators sup-
ported the legislation. In those days, support was
so limited that getting a bill out of a committee at
the tail-end of a congressional session was consid-
ered a major victory. But now, nearly three-fifths
of U.S. senators say they are ready to consider a
bill for a vote on the Senate floor.

Certainly, that is significant progress.
While manufacturers should be encouraged by

the closeness of the vote, they cannot ease up on
their lobbying efforts.

Indeed, they should redouble those efforts with
the certain knowledge that the plaintiffs' bar-
spurred, no doubt, by the close Senate floor vote to
limit debate on the bill this month-will be pulling
out all stops next year to kill the legislation.

And, all the old arguments against the legislation
surely will be trotted out again: that the proposal
is anti-consumer and pro-manufacturer. Of course,

r
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To the editor: Most cargo on ocean
tankers and freighters is subject to an
additional charge over and above freight
and insurance due to a "general average"
clause, which should be as dead as the
dodo bird-but isn't!

An attempt 20 years ago to eliminate
general averages resulted in the forma-
tion of the World Assn. for Elimination

of General Averages, with myself as
chairman. Despite strong efforts by WA-
FEOGA, the general average was not eli-
minated as of my retirement in 1978, and,
apparently, nothing has been done since.

Now, though, I believe it can be abo-
lished without the aid of any organiza-
tion.

When a shipper signs a bill of lading,
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" HEY, WE'RE GEITING CLOSER!1,!"
the reality recognized by a growing number of sen-

ators is that the current legal system is, in fact,
anti-consumer. Outrageous awards and an unbal-
anced tort liability system mean higher insurance
costs, an expense that is passed on to all consum-
ers.

And, the legislation hardly is a sellout to manu-
facturing interests. The bill guarantees that in-
jured consumers would be able to receive full re-
covery for their economic damages if injured by
products less than 25 years old. And, they would be
able to receive some non-economic damages.

What the legislation would do is interject a small

but important measure of fairness in the legal sys-
tem. Among other things, the measure would place
time limits on suits involving certain very old
products, limit a defendant's liability for non-eco-
nomic damages in multiple-defendant suits to its
degree of fault and encourage alternative dispute
resolution mechanisms, like arbitration.

These are modest but certainly needed reforms
toward a fairer, more balanced product liability
system. We hope for their speedy enactment during
the 103rd Congress.

Letters

Cargo coverage should exclude general average

Business Insurance welcomes let-

ters from its readers. Please keep
your comments as brief as possi-
ble. We reserve the right to edit

Letters for clarity or space. We witt
not pubtish unsigned letters. Send
your comments to Letters to the
Editor, Business Insurance, 740 N.
Rush St., Chicago, Itt., 60611-2590.

he agrees to its general average clause,
which provides that any claims will be
settled using the York-Antwerp Rules.
Initiated in 1877, these rules specified
procedures to be used internationally.
Several revisions have been made since

then. The introduction to the 1974 re-

vision states what all marine insurers

are well aware of: "their application is
entirely voluntary."

Although it is voluntary, cargo owners
sign inclusionary bills of lading believing
they have no alternative. That probably is
currently true, but can be changed by the
simple expedient of two actions:
• The cargo underwriters should

amend their coverage by stipulating in
their insurance policies that general aver-
age is not a covered risk. However, they
would still pay for any loss or damage to
cargo for any normal reasons, including
jettisoning to save the ship, but would re-
tain the right of subrogation against the
vessel owners if such loss was the ship's
fault.

• The cargo owner/shipper would,
before signing, amend the bill of lading
by deleting the general average clause
or stipulating that the cargo shall not

be subject to general average.

The result? General average is elimin-
ated.

Lloyds' of London and a nunnber of
underwriters all have said they would
insure cargo shipped under bills of lading
with or without inclusion of the general
average clause. In fact, the consensus
seems to be to eliminate the clause be-

cause all it does is increase the number of

claims. Without it, claims would only be
submitted if the insured cargo is da-
maged, lost or jettisoned.

Although the greatest benefit will be
to cargo owners and their underwriters,
even shipowners would be better off.
They would not have to wait intermina-
bly for settlement and allocation of mon-
ies by the general average adjuster. Some
claims take years to settle; one of ours
took seven. As a particular average claim,
payment would be made much sooner.

If any reader has reason to disagree
with this proposal, tell me why. If not,
readers should take the above actions

and do shipowners and their un-
derwriters a favor.

James 0. Moore

Moore Financial Services Agency
Smithtown, N.Y.

Letters continued on page 27
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For ihe Record

L.A. riot losses drive

insurer into insolvency
LOS ANGELES-Losses from

the Los Angeles riots have claimed
their first-and maybe last-insur-
ance company victim.

On Sept. 9, Orange County Su-
perior Court Judge William Rylaar-
stam declared Western International
Insurance Co.-a small insurance

company based in Huntington
Beach-insolvent and ordered it liq-
uidated.

California regulators sought the
liquidation order after an audit they
began when an unusually high num-
ber of consumer complaints were
filed over the company's handling of
riot claims uncovered a shortfall in

surplus (BI, July 27).
A California Insurance Depart-

ment examination found the com-

pany had assets of $19.6 million
and liabilities of $22.1 million, in-
cluding riot-related claims, result-
ing in a surplus deficiency of about
$2.4 million. State law requires un-
impaired paid-in capital of at least
$750,000.

Western reported year-end poli-
cyholder surpluses of $5.2 million
in 1991 and $6 million in 1990.

Western's assets will be sold, and
proceeds distributed to claimants
and creditors, the insurance depart-
ment said.

The insurer owed $22.4 million

gross for 232 riot-related claims as
of July 26, according to the order
placing the company in conservation
on Aug. 10.

Further depleting its reserves was
$2.35 million recently paid to settle

1

Christine InSala, Executive VP and Deputy
Manager ofJGH New York, on serving
mid-sized companies:

It's tough to turn a profit in a nervous
economic climate, especially when costs
that used to be predictable start acting
unpredictable.

Take workers compensation insurance
costs, for example. Rates are leaping
inexorably, state by state. In some cases,
ins,urers are fleeing the market.

These pressures are coming on top of
medical benefit plan costs that, by them-
selves, are eating the average company
out of nearly a quarter of earnings.

Mid-sized companies know they
shouldn't be taking the same tired
approaches to costs. But in many cases
they don't have the internal staff or an
insurance broker with the size to do

something about it.

charges brought by a former execu-
tive.

Western began operations in 1984
but had been operating under the
current management since 1987.
That was not enough time to secure
an A.M. Best Co. letter rating. The
company did rate a six, or above av-
erage, in Best's 1992 Financial Per-
formance Index.

Western was profitable from 1987
to 1990, though it reported a net loss
of $263,000 in 1991 due to higher
expenses, according to Best.

The company wrote $10.7 million
in net premiums in 1991, down
slightly from $11.3 million the pre-
vious year.

As of June 30, the insurance com-
pany had more than 8,000 policy-
holders.

"We don't believe that there are

other companies that were similarly
affected by the Los Angeles riots," a
California Insurance Department
spokesman said.

IVANS electronic network
to now feature AISG data

GREENWICH, Conn -American
Insurance Services Group Inc. has
linked up with Insurance Value
Added Network Services to make

access to AISG's industrywid€
claims and underwriting data bases
more efficient and less expensive.

The agreement will encourage
more subscribers to the two data

bases-the Index System and the
Automated Property Loss Under-
writing System, or A-Plus-:o sub-
mit data electronically, said Gerry
Murphy, AISG's vp of clairns and
underwriting operations. This would
cut data-entry costs and speed the
turnaround time for reports.

The Index System equips claims
personnel with essential data to re-
search claims histories, identify
claims patterns and detect possibly
fraudulent claims. The data base

consists of some 42 million bodily

I 66Mid-sized businesses
can use some big-league
insurance and benefits

helprightnow."

That's why so many mid-sized firms
are interested in what J&H has to say:
Let us be the staff you don't have on staff.

We've got the size. We've got the
global buying clout. We handle insurance
and benefits issues together.

We'11 show you how aggressive claims
management and self-insurance programs
can help with workers comp problems.
And how managed care can work to
control runaway medical plan costs.

Big companies have staff specialists to
deal with such things. Mid-sized
businesses usually don't.

Until now.
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Innovation Driven by Experience.

RISK AND INSURANCE MANAGEMENT SERVICES: EMPLOYEE BENEFIT CONSULTING WORLDWIDE.

injury claim reports from 1,000 in-
surers, or 95% of the industry in
premium volume. It also includes
information on bodily injury claims
reported by 1,500 self-insured com-
panies and organizations.

The A-Plus data base includes

property and liability loss informa-
tion for the exclusive use of pensonal
and commercial lines underwriters.

It includes data from 319 companies
representing 60% of the industry as
well as 21 FAIR plans.

"The addition of AISG means

we'll be able to pass on our net-
work savings to even more in the
msurance industry," IVANS Presi-
dent Robert Y. Barham said of the

agreement.
"We hope to help AISG educate

subscribers about its services and

efficiencies associated with trans-

mitting data electronically," he said.
IVANS is a shared, not-for-profit

organization providing electronic
communications services to the in-

surance industry and related organi-
zations.

Settlement reached

in Christo accident
LOS ANGELES-An undisclosed

settlement was reached Sept. 3 be-
tween lawyers for environmental
artist Christo and a California man
whose wife was killed last October

after being struck by a giant um-
brella that was part of an outdoor
art project.

The accident prompted early clo-
sure of the $26 million exhibit,
which consisted of 1,760 yellow um-
brellas planted along California's
Tejon Pass north of Los Angeles (BI,
Nov. 4, 1991).

The woman, Lori Keevil-Mathews
of Camarillo, was struck and killed
when one of the 20-foot umbrellas,

weighing almost 500 pounds, broke
loose in high winds while she was
viewing the project.

No suit was ever filed in the inci-

dent, and under terms of the settle-

ment, none ever will be, according
to Darold D. Pieper, a partner with
Los Angeles-based Richards, Wat-
son & Gershon, who represented Ms.
Mathews' husband, Michael.

The settlement also relieves from

liability Kern County, which pre-
viously rejected a claim filed against
it on behalf of Mr. Mathews and his

stepdaughter. At the time, the
county said a hold-harmless agree-
ment between the entity and Christo
shielded it from liability even
though the project had been con-
structed adjacent to a county road.

The project was covered under
a comprehensive general liability
policy underwritten by St. Paul Fire
& Marine Insurance Co. with limits

of $1 million per occurrence and $2
million aggregate.

Managers to buy TPA
from CIGNA subsidiary

The management of International
Benefit Services Corp., a Fort
Worth, Texas-based third party ad-
ministrator, has reached an agree-
ment to acquire the firm from Life
Insurance Co. of North America, a
CIGNA Corp. unit.

Ownership of the company will
transfer by the end of this month
to the four top managers, all of
whom have been with IBS since

it was formed seven years ago, ac-
cor(ling to Diane Drennan Griffin,
senior vp-human resources and
quality/compliance. IBS provides
insurance services to professional
associations, trade organizations
and employer groups.

The firm will continue to serve as

an independent TPA to CIGNA's
employee benefit and special mar-
keting divisions.

The company's 1991 gross rev-
enues were $7 million. I
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At Helmsman, we know that each business has
unique self-insurance needs. So we've built a flexible
portfolio of products.We can tailor a self-insurance
plan to meet your needs for loss control, claims and
management information. Not only are we flexible, but
as part of the Liberty Mutual Insurance Group we have
over 80 years of experience controlling workplace
injuries and managing claim costs effectively

Helmsman offers two approaches to self-insured
customers. Our proven full-service program includes
coordinated claims administration, loss control and
a risk information system. This program attacks the
full range of workplace safety i5sues and injury
costs. The end result is a lower final cost for your

self-insurance progrannby reducing lost time, control-
ling medical payments and improving workplace
safety

In addition to our full-service program, Helmsman
offers customized claims, loss control or risk infor-

mation contracts. The claims component contains
effective managed care functions. The loss control
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Nordic insurers hit more turbulence
By MARIA KIELMAS

LONDON-The Scandinavian in-

surance crisis is continuing to un-
fold as Denmark's Hafnia Holdings
A/S puts its foreign operating subsi-
diaries on the selling block.

Hafnia also has become embroiled

in a new crisis concerning an alleg-
edly illegal investment by the Co-
penhagen County Council in the in-
surer's July stock offering (BI, Aug.
3; July 13). The CCC, in turn, alleges
that Hafnia m August suspended

payments to creditors on false
grounds and deliberately misled po-
tential investors in its prospectus for
the offering (BI, Aug. 24)

In other recent developments in
the turbulent Scandinavian market:

• Norway's UNI Storebrand A/S
announced a reorganization aimed
at boosting its solvency ratios and
hinted at possible future sales of
operating subsidiaries.

Insurance market analysts be-
lieve, however, that the Norwegian
insurer's only salvation is to be na-

German buyers face
property rate hikes

By DON LEWIS KIRK

BONN, Germany-German corporations should brace themselves
for a move to hike rates as commercial property losses mount.

Following a "catastrophic" year in 1991, German reinsurers say
nothing short of a 50% increase in rates for commercial property and
business interruption coverage could heal an.ailing property insur-
ance industry.

In a rare concerted effort, German reinsurers are applying joint
pressure on primary insurers to raise rates.

Egbert Willam, a member of the board of management at Cologne
Reinsurance Co., says he expects property insurance rates to increase
substantially when policies are renewed.

"Industrial fire and business interruptions insurers have been in the
red for years," Mr. Willam said. "With a loss ratio over 128%, there
is no recourse but to put on pressure. We're offering incentives
to direct insurers that adjust their rates, and we're not alone."

In the last five years, German commercial property insurers have
suffered substantial losses. Last year alone, the insurers reported com-
mercial propelly losses of 4.3 billion deutsche marks ($2.84 billion at
year-end 1991 exchange rates), compared with premiums of 3.4
billion deutsche marks ($2.25 billion).

German brokerage Jauch & Huebener KGaA estimates that admin-
istrative costs of between 25% to 30% of premium translated into un-
derwriting losses of at least 2 billion deutsche marks ($1.32 billion).

German property insurers say they were particularly hard hit by
large-scale fires last year. The majority of their losses came from 346
fires that each caused at least 1 million deutsche marks ($661 million)
of insured damage. Arson was the cause about 25% of time.

"This year is not much better," Mr. Willam said. "In 1992, insur-
ers have already seen loses of 1 billion to 2 billion deutsche marks"
($670.7 million to $1.34 billion at current exchange rates).

The crisis in commercial property insurance is largely due to low
rates, insurers claim. Germany property insurance rates are among
the lowest in Europe.

"Competition in this sector has been ruinous," explained Edibert
Muller, a member of the board of management at Agrippina Insur-

/ ance Co. in Cologne. "Everyone's known for years that rates were too
low, but no one was willing to do anything about it."

As a result of huge losses, many primary properly insurers in Ger-
man have stopped writing or reduced their capacity, Mr. Muller

Continued on page 16

tionalized by the Norwegian govern-
ment

• Sweden's Skandia Holding A.B.
and Trygg Hansa SPP Holding A.B.
are coming under increasing fire
from the country's banks, which al-
lege the insurers are not taking full
responsibility for the collapse of
credit insurer Svenska Kreditfor-

sakringaktiebolaget and its nffiliate
International Credit Insurance (BI,
Sept. 14).

Hafnia's decision to sell its subsi-

diaries was announced at a Sept. 10

meeting of creditors by Holger La-
vesen, chairman of both Hafnia

Holdings, which suspended debt
payments last month and retained
Hafnia's liabilities, and of Hafnia

Holding of 1992 A/S, a new com-
pany formed in mid-August that
now holds Hafnia's assets.

Mr. Lavesen told creditors: "The

siege to which Hafnia has previously
subjected Baltica, and the siege to
which UNI Storebrand and Hafnia

have subjected Skandia, have both
been extremely costly for the two

besieging companies...The Hafnia
Group is in serious crisis. Untra-
ditional measures may be required
to overcome this crisis."

The "seige" refers to Hainia's at-
tempt to take over Baltica Holdings
A/S and an attempt by Hafnia and
UNI Storebrand to buy Skandia.

At the meeting, Mr. Lavesen and
Managing Director Olav Grue noted
that when Hafnia Holdings su-
spended payments Aug. 18, the com-
pany had total assets of 5.9 billion

Continued on net page

Risks of covering a war
Insurance for journalists intact

By MARIA KIELMAS

LONDON-Personal accident and term life insurance

for journalists and other media employees covering the
war in the former Yugoslavia remains available even as
the conflict escalates, insurers say.

However, risk and benefit managers at media com-
panies, especially TV networks, are concerned that as
the complexion of the conflict changes with the deploy-
ment of international troops, insurance costs may in-
crease and war exclusions may limit coverage under ex-
isting policies.

While no one would indicate exactly how much insur-
ance rates rose when allied troops were deployed in
the Gulf War, for example, one observer suggested they
initially tripled.

So far, 31 journalists have been killed in the fighting in
Yugoslavia, more than were killed in the entire Vietnam
War.

Suggestions already being made privately by some in-
surers and employee benefits specialists that it is impos-
sible for media companies to buy coverage for employees
working in Bosnia-Herzegovina are "nonsense," says
John Van Den Bosch, an underwriter at Cassidy Davis
Underwriting Ltd., manager of Lloyd's syndicate 582.

"At the moment I will do it. In three months, if we

have a different theater of war, we will still have
business. It's a question of how to write different terms."

Mr. Van Den Bosch says that because few people go to
the former Yugoslavia for a long period of time, the
coverage may be tailored: Those entering the war zone
could be covered by one-month personal accident and
term life policies. Those who visit states like Slovenia or
Macedonia, where there is no fighting, could still be co-
vered by one-year policies.

Unlike other policies, the coverage written by Cassidy
Davis, which specializes in war risks, does not make a
distinction among particular types of war risks, like a
civil war or a war involving one or more of the five major
powers that are permanent members of the U.N. Secu-
rity Council: the United States, the United Kingdom,
France, Russia and China.

"You are going into a gray zone of definition," says Mr.
Van Den Bosch, explaining that the underwriter will also
sell coverage for "passive war," where an individual

7

AP/Wide Wortd Photo

Bosnian forces have stationed two T-55 tanks in-

side a tunnel near the Bosnian capital of Sarajevo.

like a soldier or a journalist is not actively involved m
the war.

In contrast to Lloyd's underwriters, some insurers are
not willing to write short-term coverage for visitors to
the former Yugoslavian states.

Although Norwich Union Insurance Co. had written
large amounts of term life coverage for those covering
the Gulf War, it will not do so for Yugoslavia, according
to a spokesman. "The administrative costs are too great
to set up the facility for such a short period."

Meanwhile, the nature of the conflict and, hence, some

insurers' definition of war risk coverage, could change if
deployed troops from additional nations are attacked
and forced to defend themselves, risk and benefit man-
agers fear. Some say this situation could trigger clauses
in contracts that contain exclusions for "war in Europe"
and "war between the five major powers."

An insurance manager from a British television net-
work noted: "At the moment we have not changed our
benefit levels. The cover has been in place since July
last year and has been renewed once. It is similar to the
coverage we had for the Gulf War."

The network purchases personal accident and travel
Continued on page 18

Netherland's ING eyes buyout of Belgian bank
THE HAGUE, Netherlands-

Internationale Nederlands

Groep, a Dutch insurance and
banking conglomerate, is consid-
ering launching a bid for Bel-
gium's second larg@st bank, Ban-
que Bruxelles Lambert.

ING was formed in 1991 by the
merger of the Netherlands' lar-
gest insurer, Nationale-Neder-
landen NV, with the country's
third-largest bank, NMB Post-
bank.

The proposed takeover by ING
of Belgium's BBL is expected to
go ahead, insurance analysts say,
but the Belgians may push for a
price higher than the 3,600 Bel-
gian francs ($117) per share that
ING is currently considering of-
fering.

Tom Bennet, an analyst at
Paribas Capital Markets in Lon-
don, says that although he be-

GLOBAL BRIEFS

lieves the deal will go ahead, the
banking and insurance combina-
tion is already proving expensive
for ING. ING's expenses on the
insurance side are rising at 12%
annually while profits are flat,
he says.

ING already holds 10% of BBL
and has said it intends to acquire
a further 6.7% being offered by
other shareholders. And, ING

says it intends to make an offer
in mid-October for all outstand-

ing BBL shares.
Overall, the financial services

group says it would be willing to
spend a maximum of 3.2 billion
Dutch guilders ($1.91 billion) for
BBL.

ING says that after the take-

over, BBL will retain its Belgian
identity and corporate culture
while acting as part of the ING
group.

As well, BBL has indicated
that it is in favor of an alliance

with the Dutch financial services

group.

However, opposition to the
offer is expected to come from
the Groupe Bruxelles Lambert,
which directly and indirectly
controls some 24% of BBL.

Groupe Bruxelles Lambert's
chairman, Albert Frere, said
after the ING announcement that

the price the Dutch insurer
would offer seemed unsatisfac-

tory.
Yet analysts believe Mr. Frere

will eventually agree to the sale,
especially if the price is in-
creased.

-Maria Kietmas

Pohjola downgraded
LONDON-Standard & Poor's

Corp. has lowered the claims-
paying ability rating of Pohjola
Insurance Co. Ltd. to A from

AA - in the latest downgrading
of a Nordic insurance company.

S&P says the Finnish insurer's
rating changes "reflect mid-1992
operating losses in excess of
S&P's expectations, an unexpec-
tedly sharp third-quarter decline
in asset values following Fin-
land's klecision to cut the markka

free from the European Ex-
change Rate mechanism, and
Finland's ongoing economic
weakness."

Sweden's LF group
STOCKHOLM, Sweden-

Lansforsakringsbolagen, a group

of Swedish mutual insurance

connpanies, has concentrated its
reinsurance activities into sub-

sidiary Stockholm Reinsurance
Co. Ltd. after the reorganization
of the reinsurer's parent com-
pany, Lansforsakringsbolagens
A.B.

The reinsurance departments
of LFAB and another subsidiary,
AGRIA Insurance Co. Ltd.,have

been integrated into Stockholm
Re.

A new Stockholm Re division,
AGRIA Inter, will handle
AGRIA's direct insurance opera-
tion, which will continue
through its subsidiary organiza-
tion, International Dyreforsikr-
ing A/S in Denmark and through
AGRIA Paardenverzekering in
the Netherlands. Stockholm Re

Bermuda will not be involved in

the reorganization. •
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Turbulent market
Continued from page 14
market value," he said.

In addition, the holding company
is transferring some 360 million
Norwegian krone ($61.4 million) to
its life insurance subsidiary, UNI
Storebrand Livsforsikring A.S., to
boost its solvency ratio to 8% as re-
quired by Norwegian regulations.

Mr. Eskeland confirmed that UNI

Storebrand New differed with the

state insurance regulator, Kreditil-
synet, over consolidation of the
company's stake in Skandia Life,
acquired through UNI Storebrand's
overall 28.3% stake in Skandia

Holding. Kreditilsynet is pressing
for a consolidation of the invest-

ment, he said, but this would de-

crease the solvency ratio of the life
unit. But the company will follow
the regulator's instructions.

An official from Kreditilsynet said
UNI Storebrand made such a con-

solidation in the 1991 accounts, but
not in the half-year 1992 account.
He said the Skandia stake amounted

to 1% of the life company's portfolio
of shares and bonds.

The new holding company has a
net equity after consolidation of 4
billion Norwegian krone ($672.4
million at current exchange rates).
The debts of the old holding com-
pany are about the same, he says.

Mr. Eskeland says discussions are
underway with creditors of the old
holding company on how they may
recoup some of their losses, either
through a portion of the income
generated by UNI Storebrand's
operating subsidiaries or through
debt-to-equity deals with the new
holding company. He denied that
the aim was to sell off some units.

"We don't expect to sell any busi-

INTERNATIONAL

ness except something on the out-
side. We have a small stockbroker

and a factoring company," he said.
UNI Storebrand New has split

its international operations in two.
Marine and oil insurance will be

spun off into an as-yet-unnamed
fourth subsidiary, leaving the inter-
national reinsurance operations sep-
arate. -The operations will improve
if we separate them," said Mr. Es-
keland, denying that such a reor-
ganizatiGn was a prelude to a sale.

The Kreditilsynet official said that
UNI Storebrand New will receive li-

quidity support from the Norwegian
central bank if and when needed,
but that the company eventually
will need to find capital on the in-
ternational markets.

Insurance analysts say that the
Norwegian authorities should divest
themselves of any such notion, be-
cause the international markets
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have no confidence in the insurer

after the past year of chaos.
The only way for the company

and its operational units to find new
capital would be if the Norwegian
government strong-armed Norwe-
gian industry to inject capital in the
insurer, says Hoare Govett's Mr.
Wheelhouse. If this does not work,

he says, the only alternative is a na-
tionalization

Also swept up in the Scandin-
avian turmoil, Skandia and Trygg
Hansa have come under fierce criti-

cism from Swedish banks for the

way they have handled the collapse
of the two credit insurers, Svenska
Kredit and International Credit.

A Sept. 11 meeting between banks
and insurers affected by the collapse
was a "stormy" affair, spokesmen
from Svenska Kredit and Skandia

confirmed. The following day, the
Swedish press quoted unnamed
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bank executives who claimed that

Skandia and Trygg Hansa were
shirking their responsibilities re-
garding the credit insurers.

Skandia's Mr. Bergenstjerna re-
jects this criticism, saying that
Skandia has a responsibility to its
shareholders. Despite the insurers'
stakes in Svenska Kredit, it is a sep-
arate company and not regarded as
part of Skandia's balance sheet. And
Skandia cannot justify to its share-
holders bringing Svenska Kredit
onto its books, he said.

Mr. Bergenstierna also rebutted
an opinion made by a London insur-
ance analyst earlier this month that
Skandia had lost more than its

stated 450 million krona ($88.2 mil-
lion) in the credit insurer's collapse.

He stressed that Skandia is not

responsible for the collapse of
Svenska Kredit and International

Credit. "I don't know of anyone who
could have predicted this two years
ago," he said. The insurers' collapse
was the result of the availability of
unlimited credit from banks and the

real estate boom that erupted in the
mid-1980s and collapsed last year,
leaving the banks with bad loans
and Svenska Credit, which msured

them, with heavy losses, Mr. Ber-
genstjerna said.

Insurance analysts say that Skan-
dia's sensitivity about the collapse of
Svenska Kredit may in part be due
to the event almost coinciding with
the imminent public offering of
shares in its North America subsidi-

ary, Skandia America (see story,
page 1). I

German rates

Continued from page 13
said. "The remainder will have to

deal with increased pressure from
reinsurers, who by their own report
have carried more than 85% of the

losses.

"Insurers just aren't as flexible,
ready, or even able to take on risk
for the current premium rates," he
said. "At the moment, I don't think
major insurers will completely reject
most risks, but you can be sure
when the policies are renegotiated,
companies are going to think twice
about taking on heavy risk."

Brokers claim strict conditions al-

ready apply to certain risks. For ex-
ample, paper and wood mills now
must provide proof of extensive fire
prevention measures.

Peter Dettwiler, head of foreign
operations in Germany for Winter-
thur Swiss Insurance Co., agrees
that insurers must take action.

"After a phase of careful risk se-
lection, it is now a matter of in-
creasing prices."

To help hike rates, German pri-
mary insurance and reinsurers have
introduced a system of self-regula-
tion. For the last four years, rates for
high-risk accounts have been deter-
mined largely by a consortium of
primary insurers and reinsurers
called Konsortialkommission, or
Koko.

Particular scrutiny is given to
"highest-risk" policies that cover in-
sured values of more than 1 billion

deutsche marks ($670.7 million).
In each case, Koko recommends a

rate it believes will be sufficient

to cover the risk. The primary in-
surer is expected to negotiate a rate
with the policyholder using that rec-
ommendation

"If that doesn't happen, the rein-
surer denies the obligatory and fa-
cultative reinsurance coverage," said
Cologne Re's Mr. Willam.

Cologne Re says it is interested in
seeing insurers of smaller risks work
with Koko. Cologne Re recently ap-
plied its own pressure by awarding
25% commissions to insurers that

work with Koko, while others re-
ceive only a 17% commission. I
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War risks
Continued from page 13
accident coverage for employees
outside the United Kingdom. "It
does not cover staff in their country
of domicile," she explained. This
don*cile restriction also applies to
any local national assisting the for-
eign network as a translator, driver
or guide.

Freelance employees working for
the network, assuming they are not
local nationals, are included under

the company's coverage, the insur-
ance manager said.

r
A T

Insurers have reacted commend-

ably so far to casualties of the fight-
ing, the buyer says. "When two
members of our staff were injured
recently, the insurers arranged an
air ambulance to repatriate them
immediately."

However, she noted that the situa-
tion could change if the Western
powers become involved, as they did
in the Gulf War.

"The insurers at Lloyds threw in
their stalls and gave us a 30-day
cancellation clause on all policies. It
happened to everyone" in the TV
news business, she said. "We were

INTERNATIONAL

able to purchase insurance again,
but at a very high price. We were
totally in the hands of our insurens."

One insurance executive specu-
lated that the reason the British TV

network received a 30-day cancella-
tion notice when the Gulf War
broke out was because the cover

might have had a large self-insured
retention with the rest being stop-
loss coverage, which is not typical
under group life Insurance.

Katharine Vatson, an insurance

specialist at Towers Pen·in, said that
her experience during the Gulf War
was that if a group life policy was

written that did not include a war

exclusion, that coverage continued
even after hostilities broke out. Nev-
ertheless, she said, some insurers re-
serve the right to include a war ex-
clusion.

The involvement of foreign armed
forces in the Yugoslav conflict, al-
beit under a U.N. flag, is becoming a
complicated area, insurers say. No
one is certain how the situation will

evolve with respect to the role of
troops from the "Big Five" coun-
tries.

A contingent of French troops is
already deployed in aid distribution
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FALLACY TO THINK THAT BY HAV-

ING LITTLE-TO-NO INVOLVEMENT

WITH AVIATION, OR BY BEING

CONSCIENTIOUS, OR BY HAVING

NOTHING TO DO AT ALL WITH

MANUFACTURING AIRCRAFT YOU

WILL HAVE NO E*SURE TO

4

AVIATION PRODUCTS LIABILITY

CLAIMS. AAU KNOWS THE RISKS

YOU FACE AND HOW TO PROTECT

YOU BY EXPERT UNDERWRITING,

48
LOSS PREVENTION PLANS,

RESOURCEFUL LEGAL AHD CLAIMS

SUPPORT. |N SHORT, THE RIGHT '

INSURANCE WITH T RIGHT),

PEOPLE. Aa251MIE=*ON- --
UNDERWRITERS. YOU DON'T

HAVE TO BUILD AIRPLANES TO

NEED AVIATION PRODUCTS LIA-

BILITY PROTECTION.
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in Bosnia under U.N. commanders.

Two French soldiers were killed and

three injured on Sept. 8.
So far, there has been no direct

U.S. government offer of troop de-
ployment for humanitarian pur-
poses, a State Department spokes-
man in Washington confirmed He
reiterated a Sept. 4 statement by
Acting Secretary of State Lawrence
S. Eagleburger that stressed that the
United States must proceed eau-
tiously.

This stance is quite different from
that taken in mid-August by British
Prime Minister John Major. A
spokesman confirmed that Mr.
Major has made an offer to the
United Nations for the deployment
of 1,800 troops under the U.N. flag
to help distribute humanitarian aid.

The U.N. Security Council voted
Sept. 14 to enlarge the mandate and
strength of the United Nations Pro-
teetion Force in Bosnia and Herze-

govina. The UNPF will support hu-
manitarian relief efforts, provide
necessary protection and, under the
peace-keeping rules of engagement,
use self-defense as necessary.

Cassidy Davis' Mr. Van Den
Bosch noted that most personal ac-
cident policies do not have a cancel-
lation clause. If no war exclusion

was negotiated in the original pol-
icy, then underwriters could not
cancel the policy if war breaks out,
he said.

Mr. Van Den Bosch's syndicate
will stand by what it has agreed to
cover. "If we had agreed to a good
rate before (the conflict) got worse,
we will stick to it," he said. •

Insurers expect low
embargo exposure

LONDON-The United Nations

embargo on Serbia and Montenegro,
passed on June 4, is not expected to
generate big losses for political risk
insurers, a brokerage executive says.

"If one had an export contract
(with Serbia and Montenegro), this
would be covered under a contract-

frustration policy. But Yugoslavia
has been slithering down the slip-
pery slope for many years," says
Paul Davidson, executive director of
political and financial risks at Willis
Faber & Dumas Ltd. in London.

Referring to the economic crisis
enveloping the country long before
the ethnic war erupted, Mr. David-
son says, "Yugoslavia has been out
of the contract risk market, because
you couldn't place it."

Some confusion is arising from
the instructions regarding insurance
and reinsurance given by govern-
ments following their adoption of
the U.N. embargo, insurers say.

For example, under the instruc-
tion published by the United King-
dom Department of Trade and In-
dustry, which regulates the U.K.
insurance market, the embargo no-
tice stipulates that the prohibition
applies to "any contract of insur-
ance, other than reinsurance, upon
aircraft of Serbia and Montenegro,
or upon machinery, tackle, furni-
ture or equipment of such an air-
craft."

Insurers say this is very confusing,
because 99% of aviation premiums
from those countries are for reinsur-

ance contracts.

Under the U.N. embargo, no per-
son shall "make payment in full or
partial settlement of any claim
under a contract of insurance. . .un-

less the claim is in respect of an in-
cident occurring before the coming
into force of this order."

It continues: "No person shall ef-
feet any new contract of insurance
or agree to any variation or exten-
sion of any contract of insurance, to
which this article applies."

-By Maria Kielmas
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Did a far out risk just land on your desk?
Let your wholesale broker put the capacity,

expertise and ingenuity of General Star to work for you.
Our underwriting pros will respond at warp speed

to meet your primary and excess
liability and property needs.
Ask your wholesaler today.

-A GENERALr STAR
• Market Stability

• Financial Strength
• Underwriting Quality

Specialty underwriting through appointed surplus lines brokers.
For a list of our brokers in your area, call General Star Management Company, Stamford, CT (203) 328-5700, ext. 5985.

Atlanta • Chicago • Dallas • Hartford • Los Angeles • New York • Stamford
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For more information, contact:
Elaine Garner

4514 Cole Ave. · Suite 700

Dallas, TX 75205
214/522-5204 · FAX: 214/520-1664

t i

Construction daims could
costyou an arm and a leg.

Hill International mn h*.
With the financial risks

of construction so high,
more and more insurance

providers are making
Hill International part
of their claims manage-
ment strategies.

As the international leader

in claims analysis and
expert witness testimony,
Hill can help you resolve
claims equitably and

Ill[I

expeditiously. Better yet, we
have the experience (over
$25 billion in construction
claims worldwide) to antici-
pate and help resolve dis-
putes early on, so you can
avoid costly and time-con-
suming litigation.

Why risk catastrophic loss?
Call Howard A. Feldman,
Vice President, at
1-800-222-0127.

Hill International, Inc.
Corporate Headquarters, One Levitt Parkway, Willingboro, NJ 08046

FAX: (609) 871-5714 • Offices Worldwide

Florida ruling
Continued from page 2
the pollution exclusion does not
bar coverage for hazardous
waste cleanups (BI, July 2, 1990;
July 3, 1989).

The supreme courts in four
other states-Ohio (see story,
page 2), North Carolina, Massa-
chusetts and New York-have
ruled that the clause excludes

coverage for all pollution except
where the discharge is "sudden"
in a temporal sense.

The issue also is addressed in a
case now pending before the Illi-
nois Supreme Court.

In the Florida case, the high
court held that because the pol-
lution exclusion is ambiguous, it
must be construed in favor of

policyholders.
The policyholders in the case,

automobile dealerships Dimmitt
Chevrolet and Dimmitt Cadillac
of Clearwater, Fla., had appealed
a 1990 U.S. District Court ruling
favoring their insurer, South-
eastern Fidelity Insurance Co.

The dealerships sought cover-
age from Southeastern, which
merged into Indianapolis-based
Windsor Insurance Co. in 1989,
after they were identified as po-
tentially responsible parties for
pollution at an oil recycling
plant they used.

Coverage in the case will now
be decided by the 11th U.S. Cir-
cuit Court of Appeals in Atlanta,
which had referred the pollution
exclusion issue to the state su-

preme court.
The Florida Supreme Court

ruling "states that just because
the pollution was gradual
doesn't mean the exclusion ap-
plies. The key question was
whether it was intentional," said
policyholder attorney Joseph W.
Dorn of Kilpatrick & Cody in
Washington.

"The decision is especially
good for Florida policyholders
because they now have a defini-
tive (interpretation frorn) the
Florida Supreme Court," Mr.
Dorn added.

Tom Bick, the policyholder's
lead counsel, agreed.

"The ruling is a significant
victory for policyholders because
many polluting events occur

gradually over many years and
cannot be considered abrupt dis-
charges," said Mr. Bick, who also
is with Kilpatrick & Cody in
Washington.

The insurer's attorney, Robert
E. Austin Jr. of Austin & Pepper-
man in Leesburg, Fla., would not
comment on the impact of the
decision. He is expected to seek a
rehearing next week.

Another attorney who repre-
sents insurers in similar pollu-
tion coverage cases says that the
Florida Supreme Court's analy-
sis is flawed.

Because "only selective bits
and pieces of the drafting history
was included" in its analysis, the
court "didn't get a real feel for
what happened," contends Bob
Lawrence of Steptoe & Johnson
in Washington.

The case stems from a July
1987 notice the U.S. Environ-

mental Protection Agency issued
against Dimmitt asserting that it
was potentially responsible for
pollution at an oil recycling
plant in Hillsborough County,
Fla. Dimmitt sold its used crank-
case oil to the operator of the
site, Peak Oil Co., between 1974
and 1979.

In 1983, the EPA determined
that the oil recycling business
that Peak had operated since
1954 had resulted in extensive

soil and groundwater pollution.
It will cost approximately $10

million to clean up the site,
which is listed on the National

Priority List created under the
Comprehensive Environmental
Response, Compensation and Li-
ability Act of 1980, better known
as the Superfund act, according
zo Mr. Dom.

In addition to Dimmitt, 170
other potentially responsible
parties were cited by the EPA, he
pointed out.

After Dimmitt filed a claim

seeking coverage from its in-
surer, Southeastern Fidelity sued
Dimmitt in U.S. District Court in
Tampa. The federal court
granted the insurer's motion for
summary judgment.

Dimmitt appealed to the 11th
Circuit, which suspended hear-
ings until the Florida Supreme
Court ruled on the pollution ex-
clusion

RELIABLE
ERVICE.

4

1

».

The Florida Supreme Court
ruled 4-3 that the term "sudden

and accidental" is ambiguous as
a matter of law "given the dif-
fering dictionary definitions of
the word 'sudden,' the diver-
gence among the jurisdictions
considering the issue and the
drafting history of the pollution
exclusion clause."

The drafting history of the
clause "leads to the inescapable
conclusion that the insurance in-
dustry was attempting to exclude
from coverage those polluters
who committed their acts inten-

tionally," the court said.
"In light of the foregoing, we

agree with the views expressed
by the supreme courts of Wiscon-
sin, Colorado and Georgia. So
long as the environmental con-
tamination at issue was unex-

pected and unintentional on the
part of the insured, coverage
under the comprehensive general
liability insurance policy is not
preeluded," the court concluded.

If Southeastern's motion for

rehearing is denied, coverage
hearings will resume in the fed-
eral appellate court.

Among the issues that will be
resolved at the appellate court
level are what policy years would
apply. Dimmitt asserts that poli-
cies issued between 1972 and

1980 should respond, while
Southeastern maintains that
only those policies covering 1977
through 1980 are applicable.

But Mr. Lawrence, who is not
involved in this case, believes
that the appellate court will not
likely award coverage even
though the pollution exclusion is
considered ambiguous.

"The focus of the pollution ex-
clusion is on the discharge, dis-
persal, release or escape of pol-
lution into the atmosphere," he
explained. "If someone unexpec-
tedly or unintentionally dis-
perses pollution, then there's
coverage. But, in Dimmitt, be-
cause the recycler dumped this.
stuff into an unlined pit, it's
clear that the release was ex-

pected or intended."
.

Dimmitt Chevrolet Inc. et at. us.
Southeastern Fidelity Insurance
Co., No. 78-293, slip op. (Fla.
Sup. Ct. Sept. 3,1992)

From the Gulf of Mexico to the Indian
Ocean, your marine insurance company
should offer consistent, reliable service.

JAt Continental Underwriters, we built our
strong service reputation by fully meeting
the insurance needs of our clients, by antici-
pating complex and unusual risks, and by
responding immediately to our clients' exact-
ing needs.

ontinental Underwriters provides insur.
ance coverage for any marine related risk,
large or small, conventional or complex,
foreign or domestic, for multi-national cor.
porations or small fishing fleets.

Today invest 15 minutes. Call the marine
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T,rith Business Insurance's Reinsurance Issues

International Markets

Issue Date: August 31

Distributed at the Rendez-Vous de

Septembre in Monte Carlo, this issue

drew global attention with BI's ranking

of the world's 20 largest reinsurers.

Top executives of these companies
commented on the current and future

conditions in the market. BI's annual

report on Lloyd's of London was

all the more compelling due to the

unprecedented turbulence at Lloyd's.

Included was Brs Directory of Leading
Reinsurers Worldwide.

Closed

Rendez-Vous Report

Issue Date: September 21

This BI spotlight issue reported on the

Rendez-Vous de Septembre in Monte
Carlo. Reinsurance executives who

gathered for this important meeting
discussed the state of the reinsurance

industry and its future. Reinsurance

executives also made predictions

regarding the prospects for year-end

renewals. And BI covered it all... the

speeches, special events and individual

company developments... with clarity

and insight second to none.

Closed

Trends & Issues

Issue Date: October 26

BI will devote this spotlight report to

the most important trends and issues

taking shape in the global reinsurance

market. BI will focus on the amount of

capital in the reinsurance marketplace

and how it is deployed. What's more, BI

will report on the state of the U.S. and

European markets and developments in

financial reinsurance worldwide.

Included will be Brs Directory of

Reinsurance Brokers. Plus special

distribution at NAII's annual meeting.

Ad Closing: October 13

Neo York: 212/210-0228 • Fax: 212/210-0704 • Chicago: 312/649-5276 • Fax: 312/280-3189 • Los Angeles: 213/651-3710 • Fax: 213/655-8157

With this powerful series of

spotlight issues, BI makes an

unequaled commitment to the

reinsurance marketplace. To

maximize your exposure to

influential readers the world over,

make your commitment today to

advertise in the remaining issue

of this dynamic series. Because

advertising in Bbkiness nsurance

will expand your circle of

opportunity.
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States rightfully claim
regulatory role: Curiale

By MARK A. HOFMANN

WASHINGTON-The entity
that should regulate insurance is
the one most closely affected by

- the insurance market-

 *ctlzor:k. splace--the state, ac-

.L--4. Salvatore Curiale,
"""" New York's superin-

tendent of insurance,
said the most critical question
about insurance regulation is not
whether the federal government
will get involved in what has tra-
ditionally been a state-level mat-
ter. The critical questions are

whether the federal government
should get involved and what it
will do once it does get involved.

Mr. Curiale presented his case
for continued state regulation of
insurance during a panel discus-
sion entitled "The Feds Are

Coming-or Are They?" at the
60th annual meeting of the
American Risk & Insurance

Assn. in Washington late last
month.

The membership of Sacra-
mento, Calif.-based ARIA, once
known as the American Assn. of

University Teachers of Insur-
ance, consists of insurance aca-
demics and others interested in

introducing
Western Atlantic

A reinsurance company
exclusively serving intermeaiaries.

As a member of the Swiss Re Group,
V(/estern Atlantic Reinsurance was formed

exclusively to serve U.S. intermediaries.
We provide intermediaries with quality,
financially secure reinsurance.

Western Atlantic Re offers:

• Policyholders' surplus in excess of $100 million

• Swiss Re Groupt A.M. Best's rating of A+

• Seasoned reinsurance professionals

• Significant capacity

• Full service reinsurance including underwriting,
claims, actuarial and financial services

We'd like the opportunity to talk to you about your
reinsurance needs.

 WESTERN ATLANTIC REINSURANCE CORPORATION

WESTERN ATLANTIC REINSURANCE CORPORATION 380 MADISON AVENUE. NEW YORK, NEW YORK 10017 TELEPHONE (212) 973-5800

the promotion of insurance edu-
cation.

Mr. Curiale said that the qual-
ity of state regulation is "im-

proving every day," but it re-
mains under siege for several
reasons, not all of which have a
direct relationship to the insur-
ance industry.

High-profile insurance insol-
vencies, like that of Los Angeles-
based Executive Life Insurance

Co., have cast insurance regula-
tion in a critical light. And unre-
lated events, such as the nation's
general economic doldrums and
the continuing fallout of the sav-
ings and loan debacle, have
raised questions about regula-
tion in general, he said.

In addition, large property/ca-
sualty insurers and brokers want
to get "out from under this net-
tlesome state regulation," said
Mr. Curiale.

Despite the pressures for a
greater federal role in insurance
regulation, Mr. Curiale predicted
that the basic state regulatory
framework would remain intact.

Effective regulation, he said,
requires balancing several coun-
tervailing components. The goal
of regulation is not just to ensure
solvency, not just to ensure
availability and not just to en-
sure fair claims handling; the
regulator's goal is to promote all
of these aims simultaneously,
Mr. Curiale said.

And doing so should be the job
of one level of regulation, not
two, he said. "You can't balance
a ball on rnore than one nose--

ask any seal," he said.
Because the state is most

closely affected by the health of
the insurance business, it should
be the regulator, Mr. Curiale ar-
gued. Contrary to critics' conten-
tion, it was not a failure of state
regulation that led to the insol-
vencies of several major prop-
erty/casualty companies during
the 1980s, he said.

Instead, the insolvencies were
caused by unprecedented eco-
nomic conditions that led insur-

ers to ignore underwriting basics
and fight for market share, he
contends.

Mr. Curiale added that the ex-

perience of the 1980s makes the
cries of some commercial policy-
holders for complete abolition of
form and pricing regulation
ironic.

"The myth of the sophisticated
insurance buyer who doesn't
need or want protection should
have been dispelled" by the mar-
ket contractions of the mid-

1980s, he said.
Mr. Curiale said that the fed-

eral government probably will
become involved in some aspects
of insurance regulation. For ex-
ample, federal courts may as-
sume jurisdiction over insurer
liquidation proceedings, he said.
However, "a state regulatory
system will be preserved" be-
cause it has worked for a long
time, he predicted.

Jean Rosales, a staff member of
the House Subcommittee on

Commerce, Consumer Protection
and Competitiveness, said con-
gressional interest in some sort
of federal regulation of insur-
ance stems more from a vague
unease about the industry than b
particular desire to run state
regulators out of business.

"My sense is that a number of
Continued on next page



Regulatory role
Continued from previous page
members of Congress simply
don't trust the insurance indus-

try," she said.
But she also disputed Mr.

Curiale's contention that state

regulation is working. The na-
ture of state regulation is un-
even: Some states do a good job,
others a poor job, she said.

Efforts to add
more courses

in insurance
WASHINGTON-The battle to

include insurance and risk man-

agement courses in the core cur-
riculum of business
schools has shifted

f,6 new president of thefrom the national to
4 the local level, said the

'o,#.4 American Risk & In-
surance Assn.

Insurance academics -must

personally and individually seize
this opportunity" to promote in-
surance education, said Jerry L.
Jorgensen, chairman of insur-
ance and risk management at the
University of Calgary in Calgary,
Alberta, and the new ARIA pres-
ident.

Mr. Jorgensen made his re-
marks during his inaugural pres-
idential address at ARIA's an-

nual meeting in Washington late
last month.

Sacramento, Calif.-based
ARIA represents insurance aca-
demics and others interested in
the promotion of insurance and
risk management education.

For years, ARIA had been lob-
bying to get risk management
and insurance courses included
in the so-called "core curricu-

lum" required of colleges and
universities accredited by the St.
Louis-based American Assembly
of Collegiate Schools of Business
(BI, Aug. 29, 1988).

But instead of adding more
courses to the required core, the
AACSB decided to give individ-
ual schools more leeway in con-
structing their curricula, adding
that the set of courses also must
mesh with individual schools'
mission statements.

Mr. Jorgensen urged his audi-
ence to get involved in the draft-
ing of these schools' mission
statements.

"A strong case was made for
the value of risk management" in
the AACSB debates over the core
curriculum, said Mr. Jorgensen.
In fact, the New York-based Risk
& Insurance Management So-
ciety Inc. has joined in the effort
to place risk management in the
required bodies of study.

Mr. Jorgensen added that "an
equal case" can be made at the
individual-school level for the
inclusion of insurance studies in

the required curriculums.
He told audience members that

they should not expect ARIA to
do all of their work in promoting
the inclusion of insurance and

risk management courses, al-
though the organization would
be willing to support individual
efforts.

"Any furtherance" of the case
of insurance education will de-

pend on the efforts of individual
academics, he said.

He also called upon attendees
to feel proud of their calling as
teachers.

"To influence the life of one
student may well be worth it
all," said Mr. Jorgensen.

-By Mark A. Hofmann

In addition, the National Assn.
of Insurance Commissioners
can't function as an effective na-

tional regulatory body, said Ms.
Rosales. One state insurance
commissioner can't force another
insurance commissioners to do
anything, she pointed out.

Ms. Rosales said that the Com-

merce, Consumer Protection and
Competitiveness Subcommittee,
which is chaired by Rep. Cardiss
Collins, D-Ill., will continue to
examine what is wrong with the
current regulatory system. She
called upon academics to help
the subcommittee by staying in
touch with its staff and offering
suggestions on regulation.

Ms. Rosales also predicted that
one of the most sweeping propos-
als to change insurance regula-
tion-a dual federal-state sol-

vency regulation system-won't
become reality anytime soon. She
said that H.R. 4900, the two-

track regulation bill drafted by
House Energy and Commerce
Committee Chairman John Din-
gell, D-Mich., won't be voted on
for a long time.

The federal government will
probably become more involved
in international insurance ques-
tions, Ms. Rosales said. Oversight
of the reinsurance industry also
increasingly may become a fed-
eral task, she said.

But Ms. Rosales stopped short
of predicting an end to state in-
surance regulation. "I've never
thought that the state system is
totally useless," she said. State
regulators will maintain their
traditional role as consumer

guardians, Ms. Rosales said.
But Lawrence D. Cluff, assis-

tant director of the U.S. General

Accounting Office, a congressio-
nal agency that audits federal
programs, stressed that as far as
he was concerned, state regula-

tors do a good job only when the
job is easy.

Mr. Cluff said that state regu-
lators have not performed well in
the face of such insolvencies as
Executive Life and Blue Cross &
Blue Shield of West Virginia for
a number of reasons. Regulators
don't have up-to-date informa-

tion and conduct examinations
of insurers' books infrequently,
he said. In addition, state laws
and regulations are often inade-
quate, he said.

Rodger S. Lawson, president of
the Schaumburg, Ill.-based Alli-
ance of American Insurers, mo-
derated the session. I

Colleges enhancing
insurance curricula

By SALLY ROBERTS

NORMAL, Ill.-Haphazardly
falling into the insurance indus-
try is now a thing of the past
for some students who graduate
from Illinois State University.

And the University of Nevada
at Las Vegas also hopes to soon

offer students a more direct path
to careers in insurance and risk
management.

Illinois State University at
Normal is expanding its business
education program to include an
undergraduate degree in insur-
ance. The program is offered

Continued on page 26

Another case for USF&G:

Wichita, KS. June, 1992

Two huge hail storms hit within a few hours of each other

Hail the size of softballs ...blowing 70 mph...sideways.

But within 72 hours, independent agents were directing their clients to a

drive-through USF&G had established for auto claims. And we were able to hand

people their checks generally within a half-hour from when they pulled in.

Okay, so that's not as fast as fast food. But we still managed to serve millions.

USF&6®
INSURANCE

Call 1-800-722-USFG for more information.
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Colleges
Continued from page 23
through ISU's Katie School of
Insurance, a continuing educa-
tion arm of the university's Col-
lege of Business.

The university also has in-
stalled a professional insurance
fraternity and plans to award
scholarships to students pursu-
ing careers in insurance,
strengthen insurance internship
programs, and create an elective
graduate seminar course for stu-
dents in the College of Business'
master of business administra-

tion program.
The enhancement to ISU's in-

surance education program is a
joint venture between the uni-
versity and the insurance indus-
try, according to Charles R.
MeGuire, who is chairman of
ISU's department of finance and
law.

The university wants to raise
$3.5 million in the next three

years to fund the programs, he
said.

So far, $1.2 million has been
raised, primarily through contri-
butions from the insurance in-

dustry, as well as some law and
accounting firms that deal with
insurance, he added.

Previously, ISU offered stu-
dents pursuing a finance degree
a three-class concentration in in-

surance. Four insurance classes

are available for the 1992-1993

school year, including an intro-
ductory class in risk and insur-
ance, and classes in life and
health insurance, property and
liability insurance, and risk
management, Mr. MeGuire said.

The College of Business Cur-,
riculum Committee and Univer-

sity Curriculum Committee are
expected to approve proposals
for other insurance classes,

which would be offered begin-
ning in August 1993, Mr.
MeGuire said.

One of ISU's greatest achieve-
ments, according to Mr.
McGuire, is the installation of
the first Illinois chapter of
Gamma Iota Sigma, a profes-
sional insurance fraternity.

Sixty-eight students were ini-
tiated last year, the largest num-
ber ever installed in the first year
of a Gamma Iota Sigma chapter,
Mr. McGuire added. The frater-

nity has 30 other chapters na-
tionwide.

"The level of student interest is

incredible," he said. "The kids

are streaming in."
The number of students in-

terested in insurance is expected
to increase because of the new

insurance degree, Mr. MeGuire
said. Fifteen to 20 students par-
ticipated in the insurance con-
centration last year, he said. Ap-
proximately 75 to 100 students
are expected to declare a major
in insurance for the 1992-1993

school year. "We would like to
see 150 students in the following
year," he said.

ISU is not the only university
advancing its insurance pro-

gram.

The University of Nevada at
Las Vegas is laying the ground-
work to expand the insurance
program in its business school.

"We want to offer an under-

graduate degree in insurance and
risk management," said Norval
Pohl, dean of the college of busi-
ness and economics at UNLV.

However, UNLV is too short on
staff and courses to offer the de-

gree right now, he added.
The university hopes to raise

$350,000 to meet the budget for
the expanded offerings between
now and 1995, Mr. Pohl said.

UNLV presently runs an insti-

tute for insurance and risk man-

agemerit, he said. Under "the in-
stitute's umbrella," there are

continuing education programs
for industry employees who want
to earn the Chartered Property &
Casualty Underwriter and Asso-
ciate in Risk Management desig-
nations. In addition, the institute

sponsors seminars on general in-
surance issues, Mr. Pohl said.

Additionally, students can
earn a degree in financial ser-
vices in the school of business

and take up to 12 hours of insur-
ance and risk management
courses, he said. Offerings in-
clude two risk and insurance

courses, a property and liability
insurance course, a life and
health insurance course and a

new seminar in risk manage-
ment.

UNLV recently received accre-
ditation for its college of busi-
ness and economics. •

Voters' views
Continued from page 3
vide an unlimited amount of
health care benefits tax-free to

employees and their dependents.
Employers also can provide up to
$50,000 of group term life insur-
ance without employees being
taxed on the premiums.

Also, investment income

earned on assets held by pension
plans is not taxed until paid out
as benefits to plan participants.

A large majority of respon-
dents-85%-said benefits like

group health care should not be
taxed, while 8% said benefits
should be taxed and 7% did not

know.

Seventy-three percent of re-
spondents said they would be
less likely to vote for their con-
gressmen if he or she supported
increasing taxes on benefits.

But, 10% said they would be

more likely to vote for the con-

gressmen.

Eleven percent did not know,
and 6% said it would make no

difference.

"Candidates running for fed-
eral office should heed what

voters are saying about protect-
ing the quality of benefits," said
Kenneth Feltman, executive

director of the Washington-
based Employers Council on
Flexible Compensation.

ECFC and The ESOP Assn. are

charter members of the new Co-

alition Organized to Stop Taxa-
tion of Employee Benefits, which
commissioned the survey.

Most voters responding to the
survey believe they would be
hurt if their employers had to
pay more taxes on employee ben-
efits.

For example, asked what
would happen if their employer
or their spouse's employer had to

pay more taxes on benefit pay-
ments, 38% of the respondents
said they would end up paying
more for benefits, 21% said the
value of their benefits would be

reduced and 13% said either

their own or their spouse's em-
ployer would reduce or cancel
benefits.

Sixteen percent said nothing
would happen to their benefits
and 12% did not know.

"Workers don't want their

benefits taxed because they
know they will end up paying the
price," Mr. Feltman said.

Copies Of the study, "Consumer
Caravan/'are available from the
Employers Council on Fleribte
Compensation, 92715th St. N.W.,
10th Floor, Washington, D.C.
20005,202-659-4300. The survey
is free for members Of the ECFC
and The ESOP Assn. The cost is

$15 for non-members.
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Study points out
unintended effects

of civil litigation
To the editor: The Aug. 24 edi-

torial, "Tread Gently With Tort
Reform," takes us gently to task
for "tying the tort reform move-
ment to the collapse of the
S&Ls." You tell us this is a "poor
legislative strategy." We will
take your advice to heart, but we
must protest that we do not in-
tend to use the study prepared
for us by AUS Consultants in
support of a legislative initiative.
We were trying to make a simple
but important point to the public
about civil litigation.

The thousands of lawsuits

against accounting firms. result-

ing from savings and loan fail-
ures are well-intended, and to
the extent that their negligence
was responsible for S&L losses,
the firms should be held liable.

Our point is that there is some-
thing called the law of unin-
tended consequences. However
worthy our conscious goals, our
actions may also have effects we
do not intend and that are not in

fact in our interest. The intended

benefits of suing accounting
firms are obvious, as is the po-
tential cost to the firms, but are
there other, even larger unin-
tended economic consequences?

It was to answer this question
that the American Tort Reform

Assn. commissioned the AUS

study. The report confirms our
suspicions. The higher standards
mandated by these lawsuits will
increase the cost of raising eq-
uity capital by as much as 1.3%
over the next five years. These

increased capital costs translate
into reduced investment, less

output and fewer jobs; in fact,
224,000 fewer jobs each year. Do
the benefits outweigh these
costs? No one has asked the

question.
The moral of our story is that

beyond the obvious costs of
bringing, defending and settling
claims and paying judgments,
lawsuits often entail larger unin-
tended economic and social costs

which our civil justice system,
focusing solely on the rights and
remedies of individual litigants,
overlooks. The accounting cases
illustrate this point well. And so,
for example, do the asbestos
cases and others. We thought it
important that policy makers
and the public know this.

Martin F. Connor

President

American Tort Reform Assn.

Washington

MERCANTILE & GENERAL

REINSURANCE
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L.A. rail project
audit conclusions

criticized as faulty
To the editor: The Aug. 3 arti-

cle, "Report Hits Safety Record for
L.A. Subway Project," cites an
audit report conducted by Fluor
Daniel and Kellogg Corp. of the
Los Angeles County Transporta-
tion Commission Rail Construction

Project. The report concludes that
the Sedgwick James joint venture
(Metro Transit Insurance Adminis-

trators) underreported work-re-
lated accidents and, therefore,
overstated the safety record of the
project.

Unfortunately, the conclusions
are based on an incorrect under-

standing of the responsibilities of
the parties involved and what con-
stitutes a recordable incident

under Cal-OSHA guidelines. Spe-

cifically.
• Contrary to the impressions

given in the audit report, MTIA
was never assigned responsibility
in its contract with the Rail Con-

struction Corp. for the accuracy of
contractors' recordable incident

rates. The construction manager
had the contractual responsibility
to collect and distribute the inci-

dent data. The Sedgwick James
joint venture voluntarily compiled
the data it received from the con-

struction manager and submitted it
in a summary format as a service to
our client, RCC, and the construe-

tion manager.
• The erroneous method used by

Fluor Daniel and Kellogg to
"audit" workers compensation
claims significantly overstated the
Cal-OSHA recordable incident

rates. The audit used only record-
able class descriptions and ignored
the Cal-OSHA non-recordable

class descriptions. Consequently,
the audit found that every workers
compensation claim it examined
for the year 1989 was recordable.

This method completely ignores
the cautionary statement that Cal-
OSHA includes in its instructions,
that the recordable classes, as
listed, are -generally" considered
medical treatment. Cal-OSHA fur-

ther states that, although an em-
ployer's report of occupational in-
jury or ilhess has been submitted
to the workers compensation in-
surer, it does not necessarily make
a case recordable for Cal-OSHA.

MTIA's test of 43 randomly se-
lected claims files revealed that

many of the cases reclassified by
the auditors should have remained

non-recordable, in accordance
with Cal-OSHA instructions.

• Safety program management
and enforcement is the contractual

responsibility of the construction
manager, not the administrators. In
fact, the safety audit report itself
directs 29 of 35 recommendations

toward construction management,
not MTIA.

• The workers compensation
records of the Los Angeles Coun-
try Transportation Rail Projects
have been outstanding. The inci-
dent rate (which the audit over-
states) does not determine the cost
of workers compensation insur-
ance. Severity, not frequency, is
the significant consideration. RCC
has received $12,843,836 in divi-
dends returned since 1986, and
continues to maintain a 47% work-

ers compensation loss ratio on the
projects, which is an outstanding
result. The Los Angeles County
Transportation Commission can be
justifiably proud of these savings
delivered to the taxpayers of Cali-
fornia.

The Fluor Daniel and Kellogg
Corp. audit report obscures the
fine efforts of many contractors'
safety personnel and the insurer.
Workers compensation costs are
the ultimate barometer of success

of a construction safety program,
and the L.A. rail projects have thus
far produced an excellent insur-
ance safety record since 1986,
under extremely difficult circum-
stances.

V. Wallace Ryland
President,

Construction Services Division

Sedgwick James Inc.
Los Angeles

Swett & Crawford

details coverage
for bungee outlets

To the editor: We read with in-

terest your recent feature on
bungee jumping (BI, July 27). As
pioneers in this area of coverage,
we wanted to note that Swett

Continued on next page
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Continued from previous page
& Crawford Group has exclusive
arrangements with St. Paul Sur-
plus Lines Insurance Co. and In-
vestors Insurance Co. to market a

coverage program for bungee
jumping firms.

Our access to Investors Insur-

ance has been in place for more
than a year; the arrangement with
St. Paul Surplus Lines is more re-
cent. We worked closely with bro-
ker Sports & Entertainment Insur-
ance Services on this program.

As readers can well imagine
from the article, identifying the
needs of this industry has proven
to be a highly interesting chal-
lenge. As the bungee jumping in-
dustry matures, we see a move
away from facilities where a crane
is used to lift participants for their
jump, with more operators opting
to centralize and build permanent
towers at amusement parks and
other complexes.

Nanci L. Hoffman

Vp/Manager of
Corporate Communications

Swett & Crawford Group
Los Angeles

2 surplus lines
insurers omitted

from directory
The following insurance com-

pany listings were inadvertently
omitted from the Aug. 17 di-
rectory of surplus lines insurers.

Empire Indemnity
Insurance Co.

1624 Douglas St., Omaha, Neb.
68102; 402-341-0135;
fax: 402-271-2510

Gross premiums.
Non-admitted.

Commercial risks.

Paid-in capital.

Capital & surplus.
Employees. .
Net income.

Best's rating

1991

$15,210,995
$13,561,481

89.1%

$2.500,000
$16,394,872

199

$1,105,631
A

1990

$23,866,484

$21,513,641
90.1%

$1,500,000

$15,289,241
187

$990,601
A

Founded: 1957.

Parent company: Empire Fire &
Marine Insurance Co.

Specialties: Hazardous trans-
ports, monoline commercial auto, ex-
cess private passenger, liquified pe-
troleum gas, garbage trucks.

Approved non-admitted in: All
states except Alaska, Connecticut,
New Hampshire, New York, New
jersey, Oklahoma, Maine and Massa-
chusetts.

Admitted in: Oklahoma.

Principal officers: R.F. Williams,
C.B. Ralph, J.W. Paulsen, K.H. Pur-
cell, S.R. Sell.

Contact: J.W. Paulsen.

Essex Insurance Co.

4551 Cox Road, Glen Allen, Va.
23060-3382; 804-273-1400;
fax: 804-273-1435

Gross premiums.
Non-admitted. .

Commercial risks.

Net premiums, .

Paid-in capital.
Capital & surplus.
Employees .
Combined ratio 1.

Combined ratio 2.

Net income.

Best's rating.

1991

$42,977.355

$43,336,097
100%

$25,183,256

$4,500.000

$26.814.170
105

72.9%

71%

$9,408,808
A

1990

$45,735,186

$45,621,710
100%

$28,179,668

$1,500,000

$18,091,271
105

77.5%

77.6%

$5,032.520

A-

Founded: 1980.

Parent company: Markel Corp.
Specialties: Commercial general

liability, commercial property, motor
truck cargo and other inland marine,
commercial auto physical damage.

Subsidiaries: Richmond Insur-

ance Co. (Illinois domicile), Glen
Allen, Va.

Approved non-admitted in: All
states except Delaware.

Admitted in: Delaware.

Principal officers: Anthony F.
Markel, president; Britton L. Glisson,
executive vp; Jacque S. Ash, senior
vp; Raymond A. Johnson, vp; Steven
A. Markel, treasurer.

Contact: Britton L. Glisson. I

Sanus objects
to methodology
of HMO survey
To the editor: We appreciate

your coverage of the results of
the recent survey by Consumer
Reports that ranked health
maintenance organizations (BI,
Aug. 10).

However, we feel that we
should point out some important
information about the survey,
which arbitrarily compares plans
with diverse characteristics

operating in different areas of
the country.

Sanus Corp.'s commitment to
providing top-quality health
care has most recently been re-
cognized on a national level by
HealthPlan Management Ser-
vices, an organization that rates
HMOs locally and nationally.

The local Sanus plans were
ranked second in Houston and

first in St. Louis and Dallas by
HealthPlan.

In addition, Sanus was ranked
third among all national man-
aged health care companies.

Consumer Reports surveyed
only Sanus/New York Life Plan
members in the Houston area

based on member experiences
from spring 1990 through spring
1991.

During this time, a merger was
being implemented between
Sanus Health Plan and Maxi-

care, a plan that had deteriorat-
ing service levels due to a strug-
gle with bankruptcy.

The original Sanus Health
Plan in Houston had only 45,000
members. The integration of
180,000 new members into this
plan in a relatively short period
of time presented a staggering
challenge to Sanus during the

period covered by the Consumer
Reports survey.

Since then, we have made
enormous progress in the service
delivery and customer responsi-
veness to all our members and

are committed to continuing to
improve service in the Houston
area.

In the Consumer Reports sur-
vey, Sanus was rated low in the
area of satisfaction with medical

specialists. This rating was very
surprising. The city of Houston is
home to some of the finest medi-

cal establishments in the United
States.

Sanus has strong, long-term
relationships there with some of
this country's most renowned
medical specialists at St. Luke's
Episcopal Hospital, Memorial
Hospital System Kelsey-Seybold
Clinic and University Medical
Group.

Rather than a snapshot survey

of the Houston area, we believe
the focus should be on achieving
true member satisfaction in a
difficult climate.

Sanus has monitored member

satisfaction levels through an in-
tensive telemarketing effort con-
ducted from corporate headquar-
ters.

As a result of member feed-

back, nine out of 10 Houston
members tell us they would re-
enroll when the plan comes up
for renewal.

Enhancements in claims pro-
cessing, improved customer ser-
vice and expanded physician ad-
visory committees are all direct
outgrowths of member feedback
that helps keep the Sanus/New
York Life Health Plan first-rate.

Martin B. Rosen

National Vp-Marketing
Sanus/New York Life

Health Plan

New York
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In 1917, American Re was formed to underwrite Worker's Comp
for seven coal mining families in Pennsylvania. Seventy-five
years later, one of our first clients is still with us. In fact, over half
of our clients have been with us 20 years or longer.

It takes enduring quality to maintain financial strength and
client relationships through hard and soft markets. In 1985,
when capacity got tight, we didn't close offices or reduce
coverage. Our record of constancy helped our clients through

the tough times. Some reinsurers didn't make the same constant
commitment; some didn't make it at all.

With stability, we offer innovation. Systems and services
especially designed to meet our clients' needs. We bring together
specialists from across divisional, corporate and geographic
lines to provide customized solutions for our clients. We have
actually restructured our company to give full access to the
best minds in the business with a flexible, coordinated response
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ADR techniques
Continued from page 3
ing a lawsuit, frees up the courts
for more appropriate litigation and
can be less adversarial.

Opponents, though, say it could
deprive parties of their right to
trial. And some say that by empha-
sizing settlement, ADR forces a
company to give up its ability to
"win" a dispute, even if it feels it
is in the right.

"Of the many ways disputes can
be resolved, trial is the least used

and most expensive, so to have it as
your only option is inefficient,"
commented Scott P. Moser, an at-
torney at Day, Berry & Howard in
Hartford, Conn. Mr. Moser, an

ADR specialist, headed the Con-
necticut Bar Assn.'s committee on

ADR for three years.
Nearly 19 of every 20 civil suits

settle before trial. Alternative dis-

pute resolution is designed to speed

up that process, saving everyone
involved the financial and psycho-
logical toll of drawn-out litigation
while clearing space on court
dockets.

"There are always tales of set-
tling on the courthouse steps," said
Robert A. Parsons, assistant gen-
eral counsel for Nationwide Insur-

ance Co. in Columbus, Ohio.
"Sometimes you just need a cata-
lyst to get people to talk and edu-
cate each other about what the

heart of the problem really is."
Good ADR programs, he adds,

ensure neutrality, provide a forum
for mutual education, save money
for all parties and encourage the
parties themselves, not just their
lawyers, to join in negotiations.

Much of the criticism of alter-

native dispute resolution focuses
on public policy concerns. There
is a concern that resolving disputes
privately will keep a lid on infor-
mation that could be very impor-

-9
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ly become it.
system for traditional and non-traditional clients alike.

We are proud to celebrate 75 years of financial stability. With
innovations to keep our clients ahead of their competitors.
Vision to see beyond the next change in the market. And
above all, a commitment to long4erm relationships that are
designed to outlast the underwriting cycles.

Because history has a way of repeating itself. Thankfully,
so does American Re.

tant, even vital, to public safety or
health.

And ultimately, some people
fear, the rights of less wealthy or
powerful parties will not be pro-
tected as well outside a courtroom

as they are inside.
"That suspicion is probably in-

creased by the insurance industry's
support of ADR," acknowledges
Craig A. MeEwen, a sociology pro-
fessor at Bowdoin College in
Brunswick, Maine, and a specialist
in dispute resolution.

Another broad criticism of ADR

is that creating ever more efficient
ways to privately resolve disputes
deflects attention from reforming
or repairing the strained civil jus-
tice system.

"If people are driven to use ADR
in part because courts are too slow
and find that they can buy dispute
resolution in the private sector,
that is likely to draw attention
away from improving the courts,"

Business Insurance, September 21, 1992 / 29

said Mr. McEwen, who is himself a
strong supporter of ADR and a
member of the Society of Profes-
sionals in Dispute Resolution, a
Washington-based trade group for
dispute resolution practitioners.

But with 14% of federal judge-
ships vacant as of March 31, and
civil courts competing with equally
overburdened criminal courts for

resources, supporters of ADR say it
clears space on the docket for cases
that really need to get into a court-
room.

Americans need to break away
from their "cult attitude toward

litigation as the only resort,"
argues Nationwide's Mr. Parsons.
"We have to get Judge Wapner to
not be the only answer."

"Lawsuits are just disputes
blown out of proportion. ADR puts
it all back in perspective," said
Ken L. LeMaster, an in-house at-

torney at SAFECO Insurance Co.
in Seattle who founded a not-for-

04ep .

AMERICAN
9 RE-INSURANCE COMPANY

555 College Road East Princeton NJ 08543-5241 (609) 2434200

Atlanta. Bermuda. Bogota. Boston, Brussels. Cairo. Chicago Columbus. Dalias. Hartford. Kansas City. Loridon.

Los Angeles. Melbourne. Mexico City. Minneapolis. Montreal. New York. Philadelphia. San Francisco. Santiago. Singapore, Sydney. Tokyo. Toronto, Vienna

profit ADR group called Settle-
ment Now.

Saving money is the most obvi-
ous attraction to ADR for corpora-
tions.

Dow Chemical Co. of Midland,

Mich., for example, confirms it is
sued about 2,000 times a year in
U.S. courts, and its legal costs can
hit as high as $250,000 before each
case even gets to trial.

Private ADR, by contrast, costs
from $500 to $5,000 for a full day
of negotiating. Settlement typically
takes from a few days to less than
two months depending on the com-
plexity of the case.

But costs are not the only con-
sideration. Companies may also se-
lect alternative dispute resolution
when they want or need to main-
tain relationships with the other
parties.

"As a trial lawyer you don't just
want to win, you want the other
guy to lose," said John Bates, co-
founder of San Francisco-based

Bates Edward Group, a private
ADR firm.

"But as a mediator you can cre-
ate a win-win situation, and litiga-
tors can be problem solvers instead
of hired guns," he said.

This has long been an appeal-
ing feature of these alternatives for
insurance companies, which want
to retain policyholders.

"(Insurers were) in the ADR
business long before it was a popu-
lar thing," noted Nationwide's Mr.
Parsons.

International disputes may also
be particularly well-suited to ADR.
Binding agreements reached in
ADR are more enforceable abroad

than a U.S. court judgment, ac-
cording to Michael Young, a vp at
Endispute, a private dispute reso-
lution firm based in Washington.

ADR traces its roots to 1926,
when the American Arbitration

Assn. was founded in New York.

In spite of the trade group's 10-
cation, these litigation alternatives
were long considered a "California
thing" and only began moving east
in earnest in the 1980s.

"In California the market is ripe,
but on the East Coast we still have

to convince people and tell them
point by point what ADR is about
and what the advantages are," said
Karen Porush, director of market-

ing for Judicate, an ADR firm
based in Lake Success, N.Y.

Originally, parties that did nol
want to go to court had only one
alternative: arbitration, in which

an arbitrator hears each side's po-
sition, then renders a decision thal

is contractually binding and
usually not appealable to a court.

One notable experiment with
ADR on a large scale began in
1977. Civil courts in Orange
County, Calif., began running set-
tlement conferences, setting aside
days on which judges ordered se-
lected cases before a neutral "pro
temp" who would evaluate the case
and suggest a settlement.

If the parties rejected those
terms, they moved on to arbitra-
tion, where neutral parties would
make binding rulings.

Most ADR efforts now focus on

mediation, a less-restrictive pro-
cess in which a mediator does not

even render a judgment. Instead,
he acts as a go-between, holding
caucus discussions with both sides

to encourage compromise. Media-
tion is non-binding; parties can
walk away at any time.

"ADR is going to expand tre-
mendously in the next few years,
and the area that is going to ex-
pand the most is mediation," pre-
dicts Leif A. Bentsen, assistant
director with U.S. Arbitration &

Mediation in Seattle.

Mediation appeals to people who
like to control outcomes rather

Continued on page 32
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In1913,when football history was made, Allendale
Notre Dame at Army Few thought the Irish had a fighting charce. Dame engineered its historic 35-13 triumph over Army, Allendale's
But that was before Notre Dame unleashed its secret weapon- the engineers had been leading a winning team for eight decades.
forward pass. In the game's last half, quarterback Gus Dorais and In a changing world where events like this shape history, this is
star receiver Knute Rockne dazzled the crowd. Thirteen times our way of reminding you of one progressive, stable company that's
Dorais put the ball in the air for ten completions. And when Notre been in business since 1835.



Today at Allendale, we continue to shape the history of loss con-
trol with engineering, training, research and testing, responsiveness
and fairness in the way we do business.

Throughout the years we've been more than an ordinary insur-
ance company. Commitment to our insureds goes well beyond the

4 .t

had been tackling loss control problems for 78 years.
ptoperty coverages we provide. After a century and a half, that part
of our philosophy is not about to change. Allendale Insurance,
RO. Box 7500,Johnston, Rhode Island 02919.

Allendale Insurance/Factory Mutual System
Over 150 years of progress and stability.

1



ADR techniques them more eager to settle.

Continued from page 29
than having a decision imposed on
them, Mr. Bentsen said.

It is characterized by the can-
did nature of the caucus discus-

sions, said James A. Ready, a part-
ner at Bricker & Eckler, a
Columbus, Ohio, law firm who is
involved in an ADR program spon-
sored by the Columbus Bar Assn.
(see story, page 33).

"The mediator can play devil's
advocate and probe at how good
the case is," said Mr. Ready. "Peo-
ple get to see for the first time the
holes in their case," which makes

Other common forms of ADR in-

clude minitrials, moderated settle-

ment conferences and summary
jury trials (see chart).

Some ADR programs require
participants to give written pre-
sentations while others allow only
oral arguments. Rules on evidence
and pre-trial information gath-
ering vary by ADR method, but are
more relaxed than in a trial.

In place of courtroom judges,
ADR proceedings typically use
"neutrals" to render a decision or

advise the parties. Many are for-
mer judges, attorneys or industry
experts who go through training

that combines role playing and ob-
servation of live or videotaped ne-
gotiations.

There is no shortage of .theories
about whether judges, attorneys or
industry experts make the best
neutrals.

Among the desired traits are
legal expertise or knowledge of a
specific field, lack of personal or
professional bias and the ability to
take a completely fresh look at a
particular case.

Background may not even have
any bearing at all on a person's
skill in ADR because it is really a
field unto itself, said Mr. Moser,
the Hartford, Conn., lawyer.

"A guy can be the best prosecu-
tor in the state," he says, "but I'd
rather have someone who 20 times

over sat down and got people to
agree-that person can mediate."

Seven organizations now offer a
full range of ADR services on a na-
tional basis, while numerous other

firms more regional or local ser-
vices. The national firms are:

• American Arbitration Assn.

The nation's oldest ADR group,
this not-for-profit organization
began an arbitration program for
insurance disputes in 1983. Media-
tion as well as arbitration is
now offered in 35 offices around
the nation.

enyou work
asa team,

one side shouldn't

do all the talking.
At Prudential Re, we're interested in doing business

with you And unlike some companies, if you team up
with us, you'll have a voice.

And we'lllisten to that voice. So we can get to know

::p,; :, your business and your business objectives.
We'll also be on hand to give you a

hand We'll help you fine tune your
remsurance program to make it even

more profitable- just as we've refined
our operations to make them more
responsive to your needs.

We do this because we know

we will both benefit from it in the

long run.
And we're looking for rela-

tionships that will be long running.
So if your present reinsurer

is trying to put words in your
mouth, call Prudential Re.

Edgar Bergen &Chartte McCarthy
courtesyolthe Bergen Foundation

Prudential Re (
The Reinsurer of Choice

Available directly or through an intermediary.
© 1991 Prudential Reinsurance Company, a subsidiary of The Prudential
Insurance Company of America, Newark, New Jersey

Settlement must be reached

within in 100 days, but it usually
takes only about 30. In 1991, AAA
handled 7,500 insurance disputes
with an 80% settlement rate.

Charges are $200 to $500 per
day for neutrals and an admin-
istrative fee that ranges from $300
to $2,500.

Arbitrators have 10 years of ex-
perience as lawyers or judges plus
additional ADR training. Media-
tors may be experts from various
industries.

• Center for Public Re-
sources.

This not-for-profit group in New
York began its settlement program
in 1979. Its "Panel of Neutrals"-

professors, attorneys and judges-
handles about 1,200 cases a year
with an 80% settlement rate.

For each dispute, this panel is
pared down to a list of people with
expertise in a given area and with-
out potential conflicts of interest.
Then the parties in a dispute select
a few individuals and rank their

preferences. The highest ranking
common selection will serve as the
neutral.

Charges are $175 to $400 an
hour for neutrals, and a one-time
administrative fee for parties that
do not belong to CPR.

CPR is well known for setting
up settlement days to deal with a
large number of a particular type
of dispute, like asbestos cases.

It also sets up facilities to me-

diate a large number or cases
stemming from a particular inci-
dent, like the Oakland, Calif., fires
last year, said Vp James C. Murray.
• Judicial, Arbitration & Me-

diation Services.

JAMS, which was founded by a
retired California Superior Court
judge in 1979, was the first major
for-profit ADR company. Based in
Orange, Calif., JAMS has 13 other
California offices as well as

branches in Washington, Oregon,
Continued on next page

Alternative dispute
resolution:

What's available

• Arbitration - Parties present
their cases to a single arbitra-
tor who renders a decision that

is contractually binding and
usually not appeallable to a
court.

• High-low arbitration - Award is
guaranteed to be within a spe-
cific range. If arbitrator's
award is higher or lower, it is
disregarded.

• Mediation - Mediator acts as

go-between in series of settle-
ment meetings both indivi-
dually and with each party
present. Decision is non-bind-
ing and parties can walk away.

• Minitrial - Parties make their

cases before a neutral or a si-

mulated jury. No witnesses; re-
laxed rules of evidence. An ad-

visory opinion from the jury
serves as basis for negotiation.

• Moderated settlement confer-

ence - Similar to minitrial, but
panel of neutral individuals
gives advisory opinion on
amount of damages, not on
issue of liability.

• Non-binding arbitration - An
arbitrator's decision is used as

a basis for further negotiation.

• Settlement days - Days on
which corporations or insurers
line up compact negotiations on
anywhere from five to 50 cases.
With or without mediator.

• Summary jury trial - Simulated
jury hears arguments and gives
advisory ruling on damages
and liability.
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Texas, Georgia and New York.

All of its 178 neutrals are for-
mer judges, most working in the
same cities where they sat on the
bench. About 85% of the 10,000
cases they handled in 1991 were
settled.

Charges are a $125 administra-
tive fee plus an hourly fee of $150
to $175. One day of negotiations.
costs about $1,025 for each party.
There is also a flat fee of $350 for
personal injury cases that settle for
less than $50,000. The company
offers several settlement programs,
and settlement usually takes four
to six weeks.

• Endispute.
Founded in 1981, the Washing-

ton-based firm has offices in San

Francisco, Chicago, New York,
Boston and Hong Kong.

Its neutrals are attorneys and
judges. Charges are $250 to $350
an hour, to be split between the
parties; daily rates are offered.

The company handled about
5,000 cases in 1991, settling about
75% of the bigger cases and 90% of
the smaller ones.

Personal injury cases, the bulk
of its caseload, usually settle in
less than a week. More complex
matters take one to two months.
• United States Arbitration I

& Mediation.

This 8-year-old firm, headquar- 
tered in Seattle, has 43 national of-
fices and five in Europe. Its case-
load grew from 5,200 to 6,000
between 1990 and 1991; its settle-
ment rate is about 80%.

Neutrals must have worked as
lawyers or judges for five years.
Charges are a $275 to $300 admin-
istrative fee and hourly fees of
$200 to $300 per party.

USA&M appeals to the insur-
ance industry with its mediated
settlement days, which it holds in
local conference spaces, according
to Mr. Bentsen.

• Judicate.

Headquartered in Lake Success,
N.Y., Judicate also has regional of-
fices in Philadelphia and Irvine,
Calif.

The 8-year-old firm handles
about 2,600 cases a year with a
85% settlement rate in mediation,
which is its mainstay. Cases typi-
cally take about eight weeks.

Judicate employs 600 local
judges across the country. It is the
only program that does not have a
formal in-house program to train
its neutrals.

Charges are a $50 administra-
tive fee, and hourly fees of about
$150. Many of is cases are per-
sonal injury-"the bread and but-
ter of the insurance industry and so
also the ADR industry," a spokes-
woman said.

The firm appeals to the insur-
ance industry with its "Judge Day"
program, in which a judge goes to
an insurance company's office to
"preside" over a series of disputes
between it and its policyholders.

An ADR coordinator helps the
company in choosing cases likely
to settle and in getting policyhold-
ers to come to the table.

• Bates-Edwards Group.
The newest national firm on the

block, Bates-Edwards Group han-
dled 300 cases in 20 states in 1991,
its first year. Its settlement rate:
90%.

The firm's settlement process
usually includes a one day meeting
and follow-up.

The San Francisco company has
offices in San Diego and Portland,
Ore., and its 15 mediators, indlud-
ing co-founders Mr. Bates and
Bruce Edwards, are all former trial
lawyers. There are long-term plans
to open 25 offices nationwide.

Copy Editor nmothy Stanton con-
tributed to this report.

How one town's lawyers
clear civil court's docket

COLUMBUS, Ohio-Like the
cobbler who awoke to find a row
of new shoes mysteriously made
during the night, twice a year the
Franklin County civil court judges
go out of town for a week and re-
turn to find their calendars short
some 200 cases.

While the judges are away, local
lawyers run the show. Two promi-
nent members of the local bar, in
fact, take over the court house to
hold a "settlement week." In that
five-day span, some 550 trial-

bound cases are mediated free of
charge by lawyers trained in the
technique.

This has been going on since
1986, when the two read about a
similar program in Orange County,
Calif. Periodically, judges there
would order handpicked cases into
settlement conferences and, if
those failed, into arbitration.

"I said to myself, 'Why not see
if we can't really dramatize things
and shut down the courts for a

Continued on page 36
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Settlement week
Continued from page 33
week? said James A. Ready, who
is a partner with Bricker & Eckler
in Columbus and was then head of
the local bar association.

Orange County has since
dropped its program in favor of
another program designed to speed
up settlements, but Franklin
County holds two settlement weeks
each year: one in May, the other in
November.

Cases are recommended by
judges, and volunteered by plain-
tiff and defendant attorneys and
by insurance companies, which
strongly support the program.

Mediation is used in place of set-
tlement conferences so parties may
continue on to trial if they cannot
settle. Many, though, do resolve
their disputes: Settlement rates
have risen to 43% this year from
27% in 1986.

There's no time like the

present to join the

celebration.

As a major force in the
insurance industry, your

company must be part of
an issue that will be
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read publications of the
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Bat more important to some
than the "success rate' percent-
age is the sheer number of cases
moved along. During this week,
230 to 240 2&SeS settle-more than

five times zhe number of trials that
would close in a week.

Those cases are removed from

the court's Drowded docket, ":urn-
ing dead t.me into hiEhly prod-
uctive time," said the program's
other founder. Harold Paddock,
referee and magistrate for the
common pleas court.

Mr. Paddock's own known has

grown with that of his brainchild.
Bearing the tize "Consultant on
Settlement Week" on his business

card, he has spawned various set-
tlement week spinoffs across Ohio
and in Seat:le and Rochester, N.Y.

Perhaps his best-known work
was in Texas Aiter a highly publi-
cized prem.er in Fort Worth set-
tlement weeks caught on with local
bar groups. Then, in 1981, the state

'1'd like people to see
lawyers as wise

counselors, rather than

hard-nosed barristers,'

says Mr. Paddock.

passed the Settlement Week Act,
which requires all large countie s to
hold a settlement week twice a

year.

"The settlement week in Fort

Worth gave people the opportu-
nity to show leadership and vi-
sion," said Edna de los Santos, a
former member of a State Bar of

Texas' subcommittee on Settle-

men: Week. -Insurers paid the
costs of the first week anc attor-

neys did pro bono work."
Settlement weeks were strictly

a county court phencmencn until

1990. That is when the Monroe

County (N.Y.) Bar Assn. invited
civil, superior and federal district
courts to contribute cases to its

first settlement week. Each court

sent 120 cases to be mediated by
160 bar association members in

Rochester. About 42% settled.

To champions of this sort of
ADR technique, the good publicity
may be as important as progress in
reducing case backlogs,

"It shows in a high profile way
that mediation can work," said

Beth Keigher, executive director of
the Monroe County Bar Assn.

For Messrs. Ready and Paddock,
the goals are clear

"I'd like people to see lawyers
as wise counselors, rather than
hard-nosed barristers," said Mr.
Paddock.

Mr. Ready hopes to convince the
public 'that suit is the last resort,
not the first resort."

-By Eileen P. Gunn

New York: 212/210-0228 • Fax: 212/210-0704

Chicago: 312/649-5276 • Fax: 312/280-3189
Los Angeles: 213/651-3710 • Fax: 213/655-8157

Big firms
can't affo rd

to overlook

ADR tools
Rising legal costs are stirring

even corporate giants into action.
Companies like Motorola, Gen-

eral Mills, GM and DuPont all

want to avoid litigation. To do so,
they are developing in-house alter-
native dispute resolution strategies
that attack active and potential
disputes head on.

Direct savings on litigation are
only part of the equation. The
companies also aim to cut losses

Continued on next page

Simply Sterling Co



Continzied from previous page
from disruption of business, inter-
nal disruption and damaged busi-
ness relationships.

One of the oldest and most ag-
gressive corporate ADR policies is
in place at Motorola Inc. in
Schaumburg, Ill.

To head off disputes before they
become lawsuits, the company
treats litigation as a business
rather than legal concern, ex-
plained Richard We.se, general
counsel. Managers are expected to
routinely foresee and prevent dis-
putes while developing and main-
taining their business relation-
ships.

In the early 1980s. Mr. Weise
secured a commitment to ADR

from Motorola's top management.
He then established a training prD-
gram for in-house counsel and
management.

"We need the involvement of

management because it's their

business that's at stake, and the
dispute arose out of their busi-
ness, ' said Mr. Weise.

In-house and outside counsel are

now required to seek alternatives
to litigation at every step in the
"dispute cycle." As an incentive to
do so, Motorola requires counsel to
put all trial-bound cases through a
screening process that involves ex-
tensive questions about the nature
and estimated costs of a suit, why
it should be pursued, what other
methods of resolution were tried

and what the results were.

On cases that are mediated, Mo-
torola figures it saves an average of
75% on its legal costs.

"We concluded that litigation is
unaffordable," Mr. Weise said. "So

the question is not whether but
when to settle-when the dispute
arises or on the courthouse steps."

For 15 years, General Mills Inc.
has made ADR clauses standard in

supply, acquisition and employee

.Illl*

contracts, and insurance and rein-

surance policies.
General Mills does not consider

itself in an industry with a "high
litigation threshold," said Clifford
L. Whitehill, its general counsel.
The Minneapolis-based company's
chief motivation to use ADR was

not a need for cost-control, but a
lack of confidence in the courts'

ability to handle business trials.
"In the 17th century, we were

promised a trial by our peers,
which was fine because the

butcher and the baker understood

one another's problems,'' Mr.
Whitehill explains. "But now, you
have complicated business cases
where a jury of peers is impossible
to come by."

General Mills has turned instead

to ADR groups such as the Ameri-
can Arbitration Assn. and the Cen-

ter for Public Resources where a

dispute will be handled by an in-
dustry or legal expert.
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General Motors Corp. takes a
similar approach, but focuses its
efforts on heading off recurring
disputes with its dealers.

Last year, the Detroit automaker
and its dealers established a stan-

dard contract clause requiring cer-
tain of their disputes to be me-
diated by Endispute, a private
ADR firm in Washington.

"There is no question disputes
are settled more quickly" and at
lower cost now, said Michael Bas-

ford, a GM lawyer.
E.I. du Pont de Nemours & Co.

says it goes a step beyond dis-
pute control.

Large contracts between the
Wilmington, Del.-based chemical
concern and engineering firms
with which the company has long-
standing relationships include a
"partnering" clause.

Representatives of both com-
panies meet informally before a
project begins. On the agenda: dis-

putes that may arise and ways tc
resolve them.

"It's a dispute resolution tech-
nique that is implemented before-
hand," said Ray Ripple, a Du Ponl
lawyer.

Though partnering is technically
only an option, when the contract
is with an established associate

and worth more than $1 million

"we expect it, and they've got to
justify not having it," said William
R. Rubert, another in-house attor-

ney for Du Pont.
Such in-house dispute resolution

will become standard corporate
procedure, predicts James Henry,
president of the Center for Public
Resources in New York. The best

programs will involve the entire
legal department, implement an
examination of potential for ADR
at every step in a dispute, and
above all have "thorough commit-
ment from the top," he said.

-By Eileen P. Gunn
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aser-friendly' programs
How to find products truly made with the user's needs in mind
NYONE WHO HAS BEENremotely involved with a

computer has heard the oft-used and
much maligned term "user friendly."

It is yet another buzzword the
computer industry has unleashed on
US.

Yet, it is a critical term because it

has to do with how easy a software
program is to learn to operate and,
most importantly, to amend.

User friendliness is important to the
risk management professional in using

risk management information systems

(or any other information system, for
that matter).

To more practically illustrate and
explain this topic, I have asked a real
expert, Rick Hoehne, president of
Paradigm Infosystems of Bothell,
Wash., to comment.

Mr. Hoehne's company produces an
RMIS that is among the most
user-friendly systems available
because it is developed for the Apple
Macintosh environment, which has

long recognized the importance of ease
of use as it relates to productivity.

First of all, how do we define user

friendliness? Unfortunately, this is
very subjective and should not be
taken at face value.

Just like all insurance programs are
"extremely competitive and
comprehensive," so all risk
management information systems and
software packages claim to be user
friendly.

But your definition and my
definition of user friendly may be
miles apart. Indeed, in Betterley Risk
Consultants' review of major RMIS
vendors, we have a rating category
called "User Friendly," but it is based

on the user's perceptions and
experiences, as well as observed
demonstrations of the software in

relation to others.

Mr. Hoehne says a better term would
be "user centered/focused." That

means that the entire focus of the

system and its operation is centered
around the user and how he thinks and

operates.

In other words, the end-user can

focus his thoughts on what he wants to

accomplish and not on how to
accomplish it. It also means that the
programmer of the software
considered what the end-user wanted

and needed, rather than what the

computer required.
From here, we should move on to

another frequently used and abused
term, "interface."

By definition, an interface is a point
of connection between two objects.

With computers, this is the connection
made between the user and the

software. This is where user

friendliness becomes important,
because without an effective interface

a well-designed system with excellent
features loses its ability to provide

benefits to the end user, especially
when that person is not computer
literate.

Traditional user interfaces had been

11
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RMIS

Commentary
1 1 By David A. Tweedy

based on grids of rows and columns
with letters, numbers and symbols
occupying spots within this grid.
Programmers were limited to this
format in displaying the information
to the user.

However, advances in technology

have resulted in graphical user
interface.

According to Mr. Hoehne, a true

graphical user interface "is not
constrained by the traditional
row-and-column grid approach. With
the advent of GUIs, the concept of
user-friendly has become more

prevalent as developers can tailor the
interface to match a user's

syntax, such as would be found when
working in a disk operating system
(DOS) environment. An example
would be an icon that looks like a

printer that the user clicks with a
mouse, rather than pressing a function

key. Function keys are not intuitively
obvious.

Mr. Hoehne describes several ways
to determine how user-friendly a
system or software package is:

• Does the system/software package
use icons to provide aid to the end

user? A picture of a printer that is
selected with a pointing device (like a
mouse) is more intuitive than hitting

the F8 function key to print a file.
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expectations."
Such was the history with Apple as,

in 1984, the Macintosh computer
system was introduced, bringing GUI
interfaces into the limelight.

Unfortunately, no standards for user

friendliness have been established by
the computer industry.

Mr. Hoehne notes, "Therefore,

software firms can call virtually any
system 'user friendly' and get away
with it."

Returning to the intent of user
friendliness, Mr. Hoehne uses another

term of importance: intuitive

processing.
This is a concept in which the user

can "logically approach a computer

screen and intuitively reason what
tasks can be performed or how to
perform them. If the user must look to
a book or a code sheet, he is spending
time figuring out how to perform the
task, and not performing the task
itself. By definition, this reduces
productivity," he says.

What are good examples of intuitive
processing? For anyone familiar with
either the Macintosh operating system
or the Microsoft Windows programs,
the answer is obvious. These two

environments utilize icons of tasks,

rather than cumbersome computer

• Are all available system functions
visible at all times? Commands that

are not available should be

highlighted in such a fashion that the
user knows the function cannot be

performed. This is another advantage
of the Macintosh or Windows

environment. The commands are

always visually available.
• A system should only present the

user with functions, data fields,

layouts, etc., that apply to what the
user needs to do.

For example, says Mr. Hoehne,

"When entering a claim, if you select a
claim to be medical only, you should
only have the fields applying to a
medical-only claim on the screen and
not the fields which apply to a
lost-time claim."

Input screens that collect all types of
information, rather than specific
information, are not user friendly,
confusing the issue even further.
• Does the system provide a clear

indication of all the tasks you could
perform by looking at the screen
information?

Mr. Hoehne comments: "Can you

execute these tasks directly from the
screen, or do you have to exit the area

and access another area of the system?
Is it intuitively obvious how to access

the other parts of the system?"
Obvious areas to look at include the

ability to:
a.,0 Set reserves from the check input

screen.

+ Adda new service provider from
any screen in the system.

7 Access the diary system from any

point in the system.
7 Access a claim record when

looking at a diary event.
A,0 Print what appears on the screen,

even if the layout is larger than the
screen itself.

4 Examine a records detail from a

display list (body part, cause code,
provider list) when entering
information.

This really gets to the logic of the
system design. Another way for
characterizing this logic are features
known as navigation, pop-up screens
and pull-down menus.

Navigation is the logical ability of a
user to work his way through the
system without having to check a user
manual. The screen and the commands

listed give enough information for
even the novice user to go through the
process of, for example, entering claim
information, setting up a reserve,

paying a provider, changing a reserve
or processing a subrogation claim.

The pop-up screen and pull-down
menus are devices, using the mouse or

keyboard, to access additional
information while you are going

through a series of screens. For
example, when entering claim
information, you may not know the

different types of injury codes that are
available to you without looking at a
manual.

A pop-up screen would show you a
separate directory of all body parts
that are logical to use in this

particular clainn.
The pull-down menu is another

device that promotes efficiency and
ease of use. When paying for a claim,
for example, a pull-down menu could
identify the type of payment: is it
medical only or is it lost time; is it an

expense-related check, does it go to a
specific provider?

In my next column, I will discuss

how the system user can quantify how
user-friendly the system really is by

comparing features and
implementation.

David A. Tweedy is a senior
consultant for Betterley Risk
Consultants Inc. in Worcester, Mass.

He is the editor Of Betterley Risk
Management Commentary and the
author of RMIS Update, a yearly
publication analyzing

major risk

management

information systems
and vendors. Mr.

Tweedy's column on
risk management

, information systems

appears the third
Monday of the month.



ASK A BENEFITS MANAGER
Defined benefit plans In response to the increased costs and the many non-discrimination testing Both types of plans

changes required by law, there are various options require investment managers to invest the funds and

are costly to administer you can consider However, you first need to both require a trust to hold the funds Of course,
consider your overall retirement strategy there are legal fees m order to ensure that the plans

You need to determine the level of retirement are in compliance with the many applicable laws
l

8/ There has been much income your organization wants to deliver to the and regulations
//4 discussion regarding the full-career or long-service employee and which type While changes in the laws and regulations affect

=* '*, increased difficulty of of plan or plans can best deliver the retirement both defined benefit and defined contribution plans,
„Ib- ' administering defined benefit income it appears that defined benefit plans have been
54% pension plans. Should In making these decisions, you need to assess your affected the most And, while both defined benefit

employers consider competition with regard to the level of retirement and defined contribution plans require
- terminating these plans to income their plans deliver plus the type of plans non-discrimination testing, it has been my

save costs? they offer their employees experience that the testing for defined Contribution
At Continental Bank, we determined that a plans is more complicated and requires more datal

You are not alone in asking this defined benefit plan in conjunction with our defined collection and analysis

A
question Indeed, many benefit contribution plans-a 401(k) and an employee stock The major differences in plan expenses are the
managers have scuttled their ownership plan-was an integral part of our actuarial expenses, benefit calculations and PBGC
defined benefit plans Some strategy for providing a competitive employee premiums required of defined benefit plans
survey data and general statistics benefits program and delivering an appropriate compared with record keeping fees and plan loan
bear this out level of retirement income administration costs of defined contribution plans

A recent survey, "Forecast However, we also took another look at the design With regard to the actuarial expenses, there are
2000-The Actual'ial Profession of Continental Bank's defined benefit plan expenses related to the organization gathering the

in North America," by the American Academy of In reviewing the revised requirements for Social appropriate data to be supplied to the plan actuary
Actuaries found that 27% of survey respondents Security integration as outlined by the Tax Reform in addition to the charges for the actuarial analysis
cited government regulations-specifically the Tax Act of 1986 and subsequent regulations, we decided Benefit calculations must be performed for those
Reform Act of 1986-as the primary reason for that it would be best to eliminate the Social individuals retiring in addition to those terminating
terminating their defined benefit plan Security offset m the plan This is due to the their employment with a vested benefit

The next most common reasons for plan complexity of the changes and the difficulty of Finally, the organization must pay the PBGC
terminations were "business communicating such changes, plus the anticipation premium, which is currently $19 per plan
considerations"-financial difficulty, bankruptcy, that there would be more required changes 11 the participant if the plan is fully funded This amount
downsizing-and "plan too costly " future in how deflned benefit plans integrated with can be nearly four times as great if the plan is not

The Internal Revenue Service provides statistics Social Security fully funded
on plan terminations and new plans The IRS found Since our objective was to make the change both On the defined contribution plan side, there are
that for the year ended Sept 30, 1991, there were benefit- and cost-neutral, other elements of the plan recordkeeping expenses that are incurred for
10,064 defined benefit plans terminated and 370 were modified The percent per year of service was maintaining individual employee account
adopted During the same period, there were 11,629 reduced and the definition of compensation was information This involves providing a record
defined contribution plans terminated and 11,863 liberalized to recognize bonuses, overtime and shift keeper with the employee information regarding
adopted differential plan participation

This increase in the number of defined If you decide that your defined benefit plan is too Another element of cost relates to the

contribution plans lS also evidenced in a Buck expensive to maintain, you need to carefully assess administration of plan loans Most savings plans
Consultants survey of 401(k) savings plans (BI, Sept the impact of a decision to terminate a plan Some allow plan participants to borrow from their
23,1991), which lS the most popular form of defined items to consider include the following accounts within certain limits The additional

contribution plan used today Some 36% of surveyed • Expenses related to plan termination expense of this element had resulted in some plans
employers offered 401(k) plans in 1984 The number Terminating a plan results in all plan participants charging employees an administrative fee for taking
grew to 72% in 1989, 91% in 1991, and, according to being immediately vested in their accrued benefits out loans After considering many factors, it appears
Buck's most recent survey, 93% today (see story, If not adequately funded, funds will be required to that the administrative costs are greater for defined
page 3) meet all obligations including the obligation of benefit plans compared with defined contribution

Another study, examining administrative costs, additional vested plan participants plans
was conducted by Hay Huggins Co Inc for the Other expenses related to terminating a plan The increasing cost of plan administration may be
Pension Benefit Guaranty Corp (BI, Dec 31, 1990) include legal fees, actual·ial fees and possibly enough to cause us to seriously consider a change
The study focused on the change in defined benefit consulting fees However, we need to consider the cost of making
pension plan administrative costs (largely affected • Employee relations issues such a change
by legislative and regulatory changes) from 1981 to To state the obvious, employees-particularly
1991 those approaching retirement age-will be very

The Hay Huggins study found that on a apprehensive about such a change There have been Woutd you hke advice from an expenenced colleague
percentage basis, plan costs increased numerous surveys in the past few years about on a rzsk management, benefits management or
approximately the same for the smallest plans (15 or employee perceptions of employee benefit programs actuanat problemp Four features :n the Perspective

section of Business Insurance can gzve you somefewer participants) and the largest plans (10,000 or Responses to those surveys generally agree as to
answers

more participants), while increases in plan costs for which benefits are the most important The top two Ask A Benefit Manager, Ask A Risk Manager, Ask A
plans with 75 to 500 participants were considerably are always medical benefits and pensions Benefit Actuary and Ask A Casualty Actuary answer

wntten questzons from readers on risk and benefitsless, but were still significant However, this study If the eliminated plan is not replaced in some
shows a significant disparity in the administrative fashion, employees will be very disgruntled You management issues and actuartal problems

This month's column on employee benefit
costs of the smallest plans ($455 per participant) need to assess how the elimination of the plan will management zssues zs wntten by
compared to the largest plans ($54 per participant) affect your organization's ability to retain current Dennis J Nirtaut, manager Of

The study estimated the 1991 administrative employees and attract future employees employee benefits at Continental
ne* Bank Corp m Chicago Susan Mexpenses of a defined contribution plan at $227 per • Other plan changes

Werner, director of risk managementparticipant for a 15-member plan and $39 for a If the defined benefit plan is eliminated, you may at Har(lee's Food Systems Inc zn
10,000 member plan, which is 50% and 38% less, consider replacing it with a defined contribution Rocky Mount,NC, answers questions
respectively, than for defined benefit plan expenses plan, or if a defined contribution plan currently on rtsk management issues W:ll:am J

Miner, an actuary with The Wyatt CoThe Hay Huggins study also summarized the exists, enhancing the existing defined contribution
legislative changes that affected pensions plans The plan In either situation expenses will be incurred in Chicago, answers actuanal

questions on benefzts issues And,
amount of pension-related legislation, not to for design or redesign, implementation and Mr. Nirtaut R:chard E Sherman, president of
mention its complexity, is staggering But what communication of the plan Paczfic Actuarial Resources (PAR)
really stood out was the increase in PBGC premium The decision to terminate a defined benefit Excettence in Ashland, Ore, answers actuanal

questions in the casualty fletdcosts, which have risen 1,900% from 1978 to 1991 pension plan in favor of a defined contribution
Mr Nirtaut's and Ms Werner's columns appear on

In 1978, the annual premium for a single employer pension plan is a significant one If the reason for the second Monday Of alternate months Mr Miner's
plan was $1 per participant This has increased to such a decision focuses on administrative costs, you and Mr Sherman's columns appear alternately on the
$19 m 1992 for a fully funded plan and can be as need to keep in mind that there are administrative flrst Monday Of each month
high as $72 per participant for underfunded plans costs associated with defined contribution plans Mr N:rtaut's next column witt appear m November

Address your questions to ASK, Business Insurance,Based on the current financial situation of the Some common expenses of both defined benefit 740 N Rush St, Chzcago, Itt 60611 Please give us your
PBGC, I would not be surprised to see further and defined contribution plans include investment name, title and employer, however, Business Insurance
increases in this premium management fees, trust fees, legal fees and will consider unsigned letters



401(k) survey
Continued from page 3
has increased as workers, espe-
cially the baby boom generation,
become older and more con-

cerned about whether they will
have enough savings at retire-
ment, Mr. Rumack explained.

"The baby boomers are aging.
They know they will need more
savings to have an adequate in-
come at retirement," he said.

According to the survey, em-
ployee participation in 401(k)
plans is inversely related to com-
pany size.

For example, among employers
with fewer than 1,000 employees,
78% of eligible employees partic-
ipate in 401(k) plans, compared
with 72.3% among firms with be-
tween 1,001 and 5,000 employees
and 71.7% among companies
with more than 5,000 employees.

Participation rates may be
slightly higher among smaller
firms because employees at these I
firms tend to be concentrated in

one location, making it easier for I
the employer to communicate the
401(k) plan. At a bigger com-
pany, employees often are more
spread out, Mr. Rumack said.

In addition, a 401(k) plan may
be the only pension program a
small company offers, while
larger firms are more likely to
provide multiple pension plans
to their workers.

"At larger firms, the employee
may say, 'I can wait. I'm covered
by another plan.' That is less
likely to be the case at a smaller
firm," Mr. Rumack said.

Most employers-85.9%-
match employee salary deferrals,
the survey found.

Among those employers, 57.9%
contribute 26 cents to 50 cents

for every dollar an employee
contributes, 7.2% contribute be-
tween 51 cents and 75 cents, and

18.1% contribute 76 cents to $1.
Only 1.6% of employers say they
contribute more than $1 for each

dollar deferred by employees.
The survey found that only

15.2% of employers match 25% or
less of employee contributions.

Most 401(k) plan contributions
by employers-79%-are in cash,
while 14% of employers contrib-
ute company stock and 6% use a
combination of cash and com-

pany stock. One percent of em-
ployers use another method.

More employers also are al-
lowing employees to take loans
from their 401(k) plans, the sur-
vey shows. For example, 74% of
employers say their 401(k) plans
offer a loan feature, up from 72%
in 1990 and 67% in 1989. Just

39% of employers with 401(k)
plans in 1984 offered a loan fea-
ture.

Employers have added loan
features to their 401(k) plans as
improvements in record keeping
programs have taken some of the
hassle out of administering
loans, Mr. Rumack said.

At the same time, adding a
loan provision helps to boost em-
ployee participation because em-
ployees know they will have ac-
cess to their contributions, Mr.
Rumack said.

"Loans are a way of encourag-
ing more participation. Just
knowing that the money is avail-
able, even if an employee never
intends to take a loan, is impor-
tant," he said.

Loan provisions became espe-
cially important after the enact-
ment of the Tax Reform Act of

1986. That law included provi-
sions that have made it more dif-

ficult and expensive-by adding

special taxes-for employees to
take in-service hardship with-
drawals from 401(k) plans.

Employers use a variety of for-
mulas to determine the interest

rate they will charge on 401(k)
plan loans. For example, 35% of
the employers use the prime rate
plus one percentage point, 17.5%
use the prime rate and 14.3% use
the prevailing lending rate
charged by local banks.

Other formulas include the

prime rate plus two percentage
points, the interest rate being
earned on guaranteed investment
contracts held by the plan, and
the rate charged by the company
credit union.

Forty-eight percent of employ-
ers offer four or five investment

options for 401(k) plan partici-
pants, while 25% offer three in-
vestment options, 15% offer be-
tween six and 10 options and
10% offer one or two options.
One percent of respondents offer
more than 10 investment options.
Figures do not total 100% due to

Baby boomers know

trey'll need more

savings for

relirement income,

says Mr. Rumack.

rounding.
Under proposed Labor De-

partment regulations, known as
the 40#te) rules, employers will
have tz offer at least three in-

vestment options-excluding
company stock-to avoid fiduci-
ary liability for employees' in-
vestrner.. decisicns.

Evan though tne rules have not
been finalized, employers are in-
creasing the number of invest-
ment op:ions so they will be in
compliance when the 404(c) rules
take eflect, Mr. Rumack said.
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Employers are most likely zo
offer stock funds as an invest -

ment option, the survey found.
For example, 63.6% of employers
offer a managed stock fund, in
which contributions are invested

in stock believed to have growth
potential. In addition, 49.6% cf
employers offer an index stock
fund, in which contributions are
invested in common stock of

larger firms that are listed in an
index, like the Standard & Poor s
500.

Just over 47% of employer:
offer a balanced fund-a highly
diversified portfolio containing
many different types of invest-
ments, while more than 47% offer
a money market fund.

Other investment options and
the percentage of emplcyers of-
fering those options in their
401(k) plans include: GICs, of-
fered by 44.4%; company stock
32.1%; managed bond fund-a

fund that comprises high quality
bonds-27.8%,and U.S. govern-
ment securities, 21.3%.

Some 28.7% of employers last
year used benefit consulting
firms to handle 401(k) plan rec-
ord keeping, while 20% used a
trusz company or bank. In addi-
tion, 15.1% used a specialized
record keeping firm, 14.1% of
employers use internal staff,
13.6% use an investment firm,
and 10.7% have an insurance

Dompany do their record keep-
ing. And, 1 5% of employers used
)ther vendors. The percentages
exceed 100% because some re-

spondents used more than one
record keeper during the year.

.

A copy of "401 (k) Plans-Past,
Present and Future" is avaitabte

for :75 from Carolee Martin,
Buck Consuttants Inc. 500 Plaza

Drive, Seccucus, N.J. 07096; 201-
902-2555.
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Marine standards

Continued from page 3
ing it hard to make a profit in the
recession, but this should not

deter insurers from imposing
higher rates and deductibles on
shipping firms with poor loss ex-
perience, he said.

"Survival for the marine in-

surance industry means that my
friend the shipowner must pay
more for less coverage," Mr. An-
onsen said at the International
Union of Marine Insurance an-

nual conference, held here Sept.
6-10.

All shipowners will have to
pay more for coverage, but sub-
standard owners should receive

the largest rate hikes, he argued.
And, marine insurers should

not be concerned whether a drive

for higher rates will force poor-
quality shipowners out of busi-
ness, Mr. Anonsen contends.

"If insurance costs help to
drive substandard tonnage and
substandard operators out of the
market, this will benefit quality
shipowners by hastening the re-
turn of a viable freight market,"
he said. By taking this stand, un-
derwriters will be able to justify
their tough line on rates and
conditions, he said.

But, Mr. Anonsen added, un-
derwriters will have to refine

their methods of evaluating good
and bad shipowners.

Traditionally, underwriters as-
sess the quality of shipowners by
considering an owner's loss sta-
tistics, Mr. Anonsen said. "In
this context, the only possible
definition of a quality shipowner
is that his fleet produces a profit
for underwriters. This is ob-

viously a very selfish and short-
sighted point of view," he said.

In addition to analyzing loss
history, underwriters should
seek to assess the technical stan-

dards of a shipowner's vessels,
the standards of its crew and the

standards of the owner's man-

agement, Mr. Anonsen said.
Underwriters will continue to

rely on marine classification so-
cieties to obtain information on

specific vessels, he said. But in-
creasingly, underwriters will
also carry out their own surveys
of vessels, he added.

Evaluating crew standards is
more difficult, Mr. Anonsen said.

"Control of crew qualifications
is the responsibility of the flag
state" that registers the vessel,
he said. "Probably the only ave-
nue available to us is to try to
evaluate the practice of the vari-
ous flag states and price-differ-
entiate accordingly."

Evaluating management is also
difficult and sensitive, Mr. An-
onsen said.

"The only way we can obtain
better insight into management
is by approaching shipowners in
a spirit of cooperation." -

Quality shipowners will wel- -
come this approach, Mr. Anonsen
said. The best gauge of a shi-
powner's quality is to see how
it cooperates with underwriters
in the long term, he said.

In return for this greater coop-
eration and the payment of
higher rates and deductibles,
marine, shipowners "will expect

'better service generally and, in
particular, better support in re-
spect of product development,
contingency planning and crisis
management, claims handling
and claims analysis, and loss
prevention," Mr. Anonsen said.

To achieve these aims, un-

derwriters and quality shi-
powners should establish more
effective channels of communi-

cation, he said.
"On this basis there might just

be a chance that both shipowners
and underwriters can<keep their
jobs and march hand in hand
into the sunrise that heralds the

next market upturn," he said.
A shipping executive says :hat

underwriters must take into ac-

count the good risks along with
the bad when reviewing rates.

Quality shipcwners would
welcome extra attention to risks

as long as the underwriters are
careful to differ€ntiate on rates

between good and bad shi-
powners, says Gregory Eadjie-
lefther. adis, vp of Eletson Corp.
in Athens, Greece.

In addition to focusing on the

0

fact6rs that make up a bad risk,
unklerwriters: must take into ac-

count the factors behind good
risks, hulaid. These include up-
to-date management systems on
board vessels and ashore, high
standards of training and high
levels of crew continuity.

"It requires you as un-
derwriters to take the time and

get to know the owners and the
companies of the fleets which
you insure. It means visiting us,"
Mr. Hadjieleftheriadis said.

And once they have this added
insight, underwriters should stop
charging good-quality un-
derwriters high rates to pay for

the losses sustained by poor-
quality operators, he said.

"I suspect that the rates we
pay are higher because you also
insure the substandard shi-

powners. This is simply wrong.
Why force good operators to sub-
sidize the bad risks?" Mr Hadjie-
leftheriadis said.

Shipping regulators also have
a role to play in reducing marine
losses, he said.

But shipowners have long re-
sisted regulation. "This is be-
cause we work in one of the 01-

dest professions in the
world-perhaps older than the
one which usually comes to

mind, and that probably started
down in the port," quipped Mr.
Hadjieleftheriadis.

The shipping industry should
redress the lack of regulation by
imposing international regula-
tions similar to those in force in

the aviation industry, he said.
Shipping companies should be

required to obtain a license to
operate in all the territories that
their vessels visit, he said.

"The place to begin to prevent
serious accidents is at the begin-
ning, by preventing marginal op-
erators from being in the busi-
ness in the first place," Mr.
Hadjieleftheriadis said. I
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Italian loss control under the gun
Rise in highway robberies puts pressure on cargo owners

By GAVIN SOUTER

BERN, Switzerland-Cargo
owners, truck-

ing companies

1////Su,m and marine in-

TUMi rkeerssitZ
steps to reduce

increasing losses from daylight
highway robberies by the Mafia
and other armed gangs in Italy,

D

A\

an Italian insurer says.
Between 1984 and 1989, armed

robberies in Italy increased 50%
to 54,699, said Claudio Campana,
a director of Assitalia Le Assi-

curazioni d'Italia S.p.A. in
Rome.

"We think that the relative sit-

uation in 1991 is even worse,"

Mr. Campana said. Armed rob-
beries of trucks loaded with

goods increased even more dra-

matically last year to 6,000 from
only 150 in 1983, he said.

Mr. Campana attributes the
growth in crime to more people
becoming involved in "Mafia-re-
lated" activities during a period
of rising unemployment.

"It is crucial for insurers to

find practical solutions to these
problems, which involve huge
costs in terms of losses for all in-

surance companies," Mr. Cam-

pana said at the International
Union of Marine Insurance con-

ference.

When deciding what action to
take, insurers should consider
what they are up against, he
said. Data from the Italian Min-

istry of the Interior show that:
• 73% of the armed robberies

occur between 6 a.m. and 6 p.m.
• Target goods are clothes,

shoes, pharmaceuticals, stereo
components, food and parcel
loads.

DAY

CO

He's taking The Home overseas.

After 27 years of handling international insurance,
Peter O'Connor joined us last year to help break new
ground.

He's become our Senior Vice President International,

spear- heading an entirely new unit at The Home.
A special unit devoted to the unique insurance needs

of multinational companies.
Peter, whob worked in five European capitals (and

speaks three languages), has enlisted a veteran team.
Which works closely with our U.S.-based underwriters.

So, a multinational client, big or small, will usually be
able to deal with one Home underwriter for its com-

par¥s insurance needs, at home and abroad.
And few insurance companies can offer you that.
At The Home, we're concentrating on larger, more

comp/ex risks. The kind that multinational corporations
face regularly.

And obviousl* risks like these don't stop at the watefs
edge.

Home Insurance

-AV

• Armed robbery reports can
be categorized by three main
groups: those for robberies com-
mitted with the aid of someone

inside the company; those for
robberies committed without in-

side help; and falsified reports
filed by a company that intends
to make a phony insurance
claim.

• In most robberies, a truck is
forced to stop at gunpoint, it is
stopped by a bogus policeman or
the truck is parked and the
driver is asleep when the robber
approaches.

"At that time, the thieves
break the side window and,

sometimes using soporific sub-
stances or weapons, make the
robbery," Mr. Campana said.

Owners, carriers and insurers
of goods transported by truck
should work to reduce the losses,
he said.

Owners should allow their

goods to be transported only by
registered, well-known carriers;
avoid intermediaries; insist on

armed guards and other security
systenns for high-value goods;
use anonymous packaging; and
mark the goods with code num-
bers so they can be recognized if
they are stolen and resold, he
said.

Carriers should hire only peo-
ple with good references; main-
thin secrecy about the value of
goods being transported; avoid
subcontracting; limit stops; in-
stall alarm systems; use two
drivers for long trips; and limit
advertising on the trucks, Mr.
Campana said.

Before writing a policy, insur-
ers should collect detailed infor-

mation on a prospective client,
like goods transported, carriers

'It is crucial for

insurers to find

practical solutions,' to

rising theft claims,

says Mr. Campana.

used and the owners of the

goods.
Insurers should demand em-

ployees of the carrier and the
cargo owner cooperate fully with
the police in the event of a rob-
bery, Mr. Campana said.

Insurers also should help each
other to reduce losses, he said.

"It is essential, as a loss-pre-
vention activity, that all insur-
ance companies working in the
national territory gather all data
available in a data bank where

all associated companies can get
the information necessary to un-
derwrite a new contract or be-
fore settlement of a theft or rob-

bery claim," Mr. Campana said.
Fundamental rules govern As-

sitalia's underwriting of road
transportation risks. Mr. Cam-
pana pointed out. Those include:
• Under most circumstance,

the transportation of tobacco,
pharmaceuticals or clothes is not
insurable.

• All advertising on trucks
must be deleted so thieves do not

know what the cargo is.
• A truck may stop only at

areas indicated in the policy.
• A truck must have an alarm

system approved by the Assn. of
Italian Insurance Cos.

• Insurers write only minimal
coverage unless cargois tran-
sported during the day with an
armed police escort.
• High-risk goods should

travel along alternative routes
rather than direct and predict-
able routes. I



U.S. marine insurers grab
chance for a comeback

By GAVIN SOUTER

BERN, Switzerland-Higher
rates and less

capacity in the
_1 BERN 92 international

IijlliiliREP ance market

- marine insur-

make 1992 a

good year for U.S. insurers to re-
claim lost business, say two U.S.
marine insurers that are trying to
do just that.

Ocean hull insurance will be

the first area of expansion for
U.S. insurers, they say. And
opportunities in marine lia-
bility and energy insurance may

soon follow.

Marine Office of America

Corp. will increase its capacity
50% to $7.5 million for any one
hull, while GRE Insurance
Group units will offer direct cov-
erage for the first time up to $3
million per hull (BI, Sept. 14).

"We believe that there are real

opportunities now in the ocean
hull area, and we are looking to
expand our writing there," said
Harry Keefe, a vp with GRE In-
surance Group of New York.

Units of GRE Insurance

Group, which is the U.S. subsidi-
ary of U.K. insurer Guardian
Royal Exchange Assurance

P.L.C., will continue to under-
write as a member of the Ameri-

can Hull Insurance Syndicate,
but it will now also offer capac-
ity on a direct basis.

"We will start off writing mod-
est following lines," said Mr.
Keefe. "The contraction in the
market and the increases we are

seeing in rates mean there are
good opportunities in the market
at the moment."

The U.S. market now has a

central role to play in the marine
hull, energy, cargo and liability
market, agreed Thomas J. Pren-
dergast, chairman and president
of MOAC, a Continental Corp.

unit based in Cranbury, N.J.
"For a long period of time now,

a large part of the (marine) ac-
count has been lost to foreign
markets. Now we see an oppor-
tunity to repatriate a sizable part
of that business," he said in an
interview during the recent In-

Prendergast said.
"There are serious problems in

London. London plays a very
vital role, but it is still going
through a rough time at the mo-
ment," he said, referring to the
reduction in capacity in the Lon-
don market over the past year.

'For a long period of time now, a large part of the
(marine) account has been lost to foreign markets.
Now we see an opportunity to repatriate a sizable
part of that business,' says Mr. Prendergast of the

Marine Office of America Corp.

ternational Union of Marine In-
surance conference here.

Extensive resources and strong
balance sheets make many U.S.
marine insurers attractive com-

pared with other markets, Mr.

There s no limit to the promises dental insurers
can make. nly to tllose tkey can Keep.

1 it Delta Dental we eep our promises. Unlilze many of our competitors, we focus on
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we now cover more than 22 million people in 28,000 groups and pay more than
$2 billion a year for dental care. To learn more about how your group can 66nefit from
Delta Dental, call 1-800-441-3434 today. Delta Dental

Americah Leader in Dental Health Plans

In past years, U.S. insurers
have lost protection and indem-
nity business to other markets,
Mr. Prendergast said.

"We tried to price it at ade-
quate rates, and other markets
thought it could be done much
cheaper. They seem to have
learned that they were wrong
and that business is beginning
to come back to us now," he said.

MOAC is also considering in-
creasing its capacity for energy
risks, he said. It now writes a
net line in excess of $30 million
for some marine risks, Mr. Pren-
dergast said.

U.S. insurers may not find sim-
ilar opportunities in the cargo
market soon because cargo ca-
pacity remains plentiful, he said.

The underwriters will not sac-

rifice profits to attract new busi-
ness, said Mr. Prendergast.
"With current U.S. interest rates,
it would be a fool's errand other

than to aim for an underwriting
profi t. "

Worldwide, underwriters are
resolved to raise hull rates fur-

ther at the next renewal, Mr.
Prendergast said.

"The results of the past decade
have been, to a large extent, dia-
bolical, and shareholders and
names won't put up with that
any longer," he said. •

IUMI reports
460 attend
conference
BERN, Switzerland-De-

spite the contraction in the
marine insurance market, at-

tendance at
the 1992 In-

MIIIIMBERN 92 ternational

i Nione Ion-
surance con-

ference fell only slightly from
last year's level.

Some 460 people from 47
countries attended the confer-

ence here Sept. 6-10, com-
pared with 468 people from 43
countries in 1991.

At the conference, Alex-
ander von Ziegler, a lawyer
with Schellenberg & Haissly
in Zurich, Switzerland, was
elected general secretary. Mr.
Ziegler takes over from
Emanuel Burckhardt, who
steps down as general secre-
tary after seven years.

Next year's conference will
be held in Stockholm, Swe-
den, Sept. 19-23. Toronto will
be the site in 1994 and Tokyo
in 1995. For more informa-

tion, contact Alexander von
Ziegler at Schellenberg &
Haissly, Lowenstrasse 19,
P.O. Box 6333, Zurich, Swit-
zerland.

-By Gavin Souter



Hull rate hikes
to hit marine
policyholders
But rates are still too low, insurers say

By GAVIN SOUTER

BERN, Switzerland-Marine
underwriters'
determination
to increase=MZ!!1, rates means

IUMI719 that policy-
holders should

expect to pay more for less cov-
erage at the next renewal, insur-
ers say.

Marine insurance rates are
heading upward, but they still
have a way to go before un-
derwriters will be satisfied with
their levels, insurers say.

Loss statistics show that
claims are getting larger and
ships are getting older, so un-
derwriters will have to differen-
tiate the quality of policyholders,
according to insurers.

Hull underwriters spoke of re-
cent rate hikes of at least 25%
and the necessity for further
hikes at the International Union
of Marine Insurance conference
held here Sept. 6-10.

In cash terms, including in-
creased rates and restructured
programs, underwriters have
seen increases of 60% over the
past year, said Thomas J. Pren-
dergast, chairman and president

Unless rates are

increased, 'we will be
fighting a losing
battle,' predicts

Mr. Wahllof.

of Marine Office of America
Corp., a subsidiary of Continen-
tal Corp. in Cranbury, N.J.

"But that still is not enough. A
year ago the account was 100%
lower than where it needed to
be," he said.

Marine insurers throughout
the world at the next renewal are
determined to increase existing
rates at lea 25% to bring rates
up to adequate levels, according
to Mr. Prendergast.

"Unless we bring rates back to
an acceptable level, including an
allocation for catastrophes, and
until we are cost-effective in
controlling our cash flow, we
will be fighting a losing battle,
agreed Bo Wahllof, IUMI presi-
dent.

If marine insurers fail to take
such action, investors and
shareholders will shift their
funds away from marine insur-
ance to more profitable areas, he
said.

"But I don't think that will
happen, because I sense a deter-
mination among us to put things
right," Mr. Wahllof said.

Rates are improving, but they
will need to increase further be-
fore underwriters can meet poli-
cyholders' requests for wider dif-
ferentiation between high qual-
ity and poor quality owners, said
Tony Nunn, chairman of the
IUMI Ocean Hull Committee.

"We are seeing improvements,
but they are not yet at the levels
where we can offer reductions to
the top operators," he said.

Underwriters must have the
resolve to make a profit, Mr.
Nunn said. "We must make sure
that over the next three years we
at least provide a reasonable re-
turn to our shareholders and.
names," he said.

The Institute of London Un-
derwriters' statistics on the
aging world fleet and hull losses
demonstrate the need for more

Continued on next page
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Marine rates

Continued from previous page
rate increases, Mr. Nunn said.

The number of old vessels

being used has increased drasti-
cally over the past six years, he
said. In 1991, 44% of the world

tonnage afloat was more than 14
years old, compared with 24% in
1985, Mr. Nunn said.

Total losses also are moving up
toward the high levels of the
mid-1980s, he said.

There were 182 total losses in

1991, compared with 139 in 1990,
Mr. Nunn said.

The estimated cost of total

losses also is rising, according to
the ILU statistics. In 1991, the
total losses cost $757 million,
compared with $678 million in
1990.

Energy rates, meanwhile, have
increased over the past year, said
MOAC's Mr. Prendergast. Rates
have increased between 20% and

25%, but restructuring of pro-
grams has meant that under-
writers are receiving approxi-
mately 30% to 35% more cash
than a year ago, he said.

But energy underwriters are
under pressure not to increase
rates, said Gale Coles, un-
derwriter for Lloyd's of London
syndicate 573, managed by Cater
Allen Syndicate Management.

During the three years follow-
ing Hurricane Betsy in 1966, the
insurance industry in general
trebled its rates. But for a variety
of reasons, that action has not
been possible over the past few
years, he said.

Some clients in the energy
market are urging that increases
be spread over several years,
while other clients are opting out
of insurance and are self-insur-

ing, Mr. Coles said.
Members agents at Lloyd's also

are stalling the upturn in rates,
he said. "We have the members

agents at Lloyd's who help pro-
vide the capital base at Lloyd's
(steering) capacity toward new,
young syndicates with no track

record. This is delaying your
trained leaders in turning the
market fast, which surely has to
happen," Mr. Coles said.

Insurers also are now facing
larger claims due to huge awards
by U.S. courts, he said.

But, some cargo underwriters
are beginning to produce under-
writing profits now, after several
years of losses, said Roderic Wil-
dish, chairman of the IUMI
Cargo Committee.

This is partially due to more
discriminating underwriting by
cargo insurers, he said.

"There are many signs that un-
derwriters are really doing their
homework," Mr. Wildish said.

For example, cargo un-
derwriters are paying more at-
tention to marine cargo risks on
land and are seeing that the risks
are greater than they previously
thought. Consequently, the un-
derwriters are charging higher
rates for land risks, he said.

No worldwide statistics exist

for cargo risks, because many of
the risks are retained locally.
However, a look at the Austra-
lian, British and U.S. markets.
gives a picture of what is hap-
pening in cargo insurance, Mr.
Wildish said.

Rate reductions in Australia

are slowing down and rate in-
creases are being obtained where
there has been poor claims expe-
rience, he said.

"Insurers in Australia are try-
ing to underwrite in a way that
will produce an underwriting
profit," Mr. Wildish said.

A strong contraction in capac-
ity has occurred in Britain dur-
ing the past two years, and un-
derwriters have reduced the

number of binding authorities
and brokers' coverages to gain
more control of their under-

writing accounts, he said.
"In the U.S., we have seen

some stabilization of the down-

ward spiral in rates, and organi-
zations are focusing their atten-
tion on better underwriting," Mr.
Wildish said. I

Machinery claims
a growing problem

By GAVIN SOUTER

BERN, Switzerland-Marine

machinery
damage claims

_ BERN 92 are an mcreas-

*iii ing problem forinsurers, but
underwriters

are doing little to curb them, ex-
perts agree.

Difficulties range from obtain-
ing new spare parts for old ships
to instructing multilingual
crews, they say.

Underwriters need to unite

with other members of the ship-
ping industry to tighten up the
management control of vessels
and reduce machinery damage
claims, they said during a work-
shop at the International Union
of Marine Insurance annual con-

ference, held here Sept. 6-10.
Underwriters are too compla-

cent about machinery damage
risks and cover vessels that are

often poorly maintained, said
William R. Scarbrough, chair-
man of the American Hull Insur-

ance Syndicate.
"I have sat on various marine

committees in the United States

and have listened to the owners

tell horror stories about vessels

where little maintenance is done

and wonder aloud how insurance

is granted on these poorly main-

tained vessels to keep them on
the high seas," he said.

Repair costs for machinery on
vessels have risen an average of
5% in each of the past five years,
Mr. Scarbrough said.

Reasons for rising claims in-
clude: aging fleets with aging
machinery; competitive
pressures among shipowners that
cause maintenance to be de-

ferred; poor-quality crews; and
a diminishing number of repair
facilities, he said.

In the United States, ma-
chinery claims account for up to
25% of the cost of all hull claims.

The cost of machinery damage
claims has also increased, said

Michael Ellis, general manager
of the Salvage Assn. in London.

For example, in 1982 the aver-
age cost of main engine diesel
losses was $60,000, and steam
turbine and boiler losses cost

$130,000. By 1991 these costs
had shot up 67% for main engine
diesel losses to $110,000 and
169% for steam turbine and

boiler losses to $350,000, he said.
"Underwriters should consider

machinery aspects very carefully
before putting down their line,"
he said.

Aging vessels are one of the
main concerns that underwriters

should consider, according to
Continued on next page
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Mr. Ellis.

"Old vessels have old ma-

chinery, and the evidence is clear
that there is now considerable

difficulty in obtaining many
major items of spares," he said.

In some cases, replacement
parts have to be made to order,
and ships can often be laid up
awaiting repairs for more than
six months, Mr. Ellis said. Other
times, machinery on aging ves-
sels is obsolete and must be re-

placed rather than repaired.
Replacing old machinery with

new machinery on an old vessel
can be more expensive than re-
pairing higher value machinery
on newer vessels, Mr. Ellis said.

For vessels built in what was

then Eastern Europe, the prob-
lems can be even worse. Many of
these ships were built with infe-
rior materials.

"Many more vessels built in
these countries are now being in-
sured in traditional markets, and
underwriters should consider the

potential implications of ma-
chinery claims," Mr. Ellis said.

Conversely, new Western-built
vessels are so advanced that only
small crews are needed. But this

means that fewer people will be
on board to carry out basic
maintenance duties. And gen-
erally, the quality of engine room
crews has deteriorated in recent

years, Mr. Ellis said.
"Sometimes even in large

ships. . .there may be as few as
two qualified engineers, and the
chief (engineer) is very much a
watchkeeper," he said.

Added to this is the problem of
communication among a crew
made up of several nationalities,
Mr. Ellis said.

On one vessel the Salvage
Assn. visited "both our surveyor
and the very competent owner's
superintendent had difficulty
conversing with the chief engi-
neer," he said. "Repeated re-
guests to see the manufacturer's
manual for the broken auxiliary
engine brought instead, an albeit
welcome, mug of coffee."

Crews are also often changed
overnight leaving the new mem-
bers no time to familiarize them-

selves with the equipment, Mr.
Ellis said. "It isn't like driving
away an Avis rental car, but it
sometimes is treated as such," he
said.

Machinery and crew problems
can cost underwriters dearly. A
string of machinery claims can
be just as expensive as one major
grounding or collision, said Mr.
Ellis.

All participants in the ship-
ping industry should act to re-
duce the number of machinery
damage claims, said James L.
Dolan, senior vp of the American
Bureau of Shipping.

Owners must perform routine

maintenance, keep accurate ree-
ords, have a planned mainte-
nance scheme, and ensure that

crews are qualified to run the
vessels they are on, he said.

Classification societies must

carry out detailed machinery
surveys and encourage owners to
have planned maintenance sys-
tems, Mr. Dolan said.

Underwriters should review

the coverage they grant for ma-
chinery risks and impose new
clauses where necessary, he said.

And nations that register and
regulate ships should ensure
crews are qualified, Mr. Dolan
said.

"If we don't all do our respec-
tive jobs, what we are going to
see is aging hulls, neglect, inex-
perienced crews, poor ship man-
agement and a market providing
no real profit," he said. This

would be coupled with higher re-
pair costs, a reduction both in
repair facilities and in the avail-
ability of spare parts, he said.

Underwriters in the German

market have already acted to re-
duce the number of machinery
damage claims, according to
Hans-Joachim Enge, chairman of
the hull committee of the Ger-

man Marine Insurance Assn.

"In our market, claims for ma-
chinery damages count-in the
average of the last three years-
for 39% of our total partial dam-
ages, with an increasing ten-
dency," Mr. Enge said. In light of
this, German insurers have ap-
plied additional deductibles on
ships that are more than four
years old, he said.

The cutoff period is set for four
years because claims increase
when ships are prepared for their
four-year classification renewal,
Mr. Enge said. m
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Market outlook
Continued from page 1
ance Co. in Princeton, N.J. "Some-

thing has got to happen.
"The market is definitely going to

react to Andrew sooner than ex-

pected," he predicted, without spec-
ifying a time frame. "It's going to
make a tougher market for property
catastrophe coverage and will
tighten retrocessional coverage."

American Re itself is not a tra-

ditional cat cover market, he noted,

explaining that the reinsurer writes
cat covers on a finite risk basis.

While the sun beamed down on

Monaco for most of the meeting,
held Sept. 6-11, the mood was gray
in the cafes, bars, lobbies and suites
where business was discussed. Not

many brought good news to the
gathering, and few were cheered by
what they heard. Loss reports from
Andrew streamed in each day, while
the latest debacles in Scandinavia

were chronicled daily in the Euro-
pean newspapers.

The mood could become even

darker before year-end renewals
begin in earnest next month. Only
days after the Rendez-Vous con-
cluded, Hurricane Iniki lashed the

Hawaiian island of Kauai, causing
extensive damage (see story, page
1). And, some executives say they
expect more reinsurers or insurers to

go broke or withdraw from the
market in the coming months.

The uncertainty in the market is
sure to delay year-end reinsurance
renewals, which in turn could delay
renewal of primary coverages, said
Robert F. O'Leary, president and
chief operating officer of interme-
diary Willcox Inc. in New York.

"There hasn't been any retroces-
sional coverage put together," he
explained. "If I ask for a line for a
primary insurer, what (is the rein-
surer) going to tell me?"

"It will be a very interesting year-
end-a lot of questions remain,"
summed up Patrick Peugeot, chair-
man of SCOR S.A. in Paris.

"It's like waiting for Godot," said
Giles Schofield, director of London-
based broker Fraser Insurance Bro-

kers Ltd. The losses from Hurricane

Andrew "may mean that the U.S.
market pulls rates up and at long,
long last the eagerly awaited turn in
the market will happen."

The two main topics of conver-
sation at the Rendez-Vous were

what will Hurricane Andrew do to

the insurance and reinsurance in-

dustry-"if it's an $8 billion claim"
-and who will survive? observed

Jim Payne, chairman of reinsurance
broker Sedgwick Payne Ltd. in
London, a unit of Sedgwick Group
P.L.C.

"U.S. domestic insurance com-

panies are going to get blitzed" by
Hurricane Andrew, he said. "There

has to be a consequence to that. This
could be the trigger. .to raise
pnces."

However, "nothing will happen in
the market for another six weeks"

until claims from Andrew can be

determined, Mr. Payne said. "Then
we'll see who has the stomach to

continue and who doesn't."

"It's just getting harder and
harder for everything" added Ni-
cholas Davenport, managing direc-
tor of Willis Con'oon Continental

Europe Ltd. in London. "Renewals
will be harder this year. . .the game
will be who is going to be left."

Year-end renewals will be "diffi-

cult," agreed Victor Blake, chair-
man of CNA Reinsurance of Lon-

don Ltd. "What's going on is
survival of the fittest. If you're in
that category (of survivors), then
you're turned on by the opportuni-
ties available. Selfishly, I see this
as a time of opportunity."

"We are at a point where we have
to react," said Herve Cachin, general
manager of Societe Anonyme Fran-

caise de Reassurances in Paris. "We

know that if primary insurers in Eu-
rope take strong measures to reverse
trends and raise rates 15% to 20%,
we still lose money," he said, noting
that most property insurance poli-
cies are underrated by 30% to 40%.

SAFR will no longer underwrite
pro rata treaties if the ceding com-
pany does not cede its personal lines
business along with commercial
risks to SAFR, explained Jean-
Pierre Fillebeen, president and chief
executive officer of SAFR Reinsur-

ance Corp. of the United States in
New York.

And, when SAFR participates in
catastrophe programs, "we have to
participate in other lines of busi-
ness as well," he said.

The SAFR executives estimated

that the reinsurer will incur a $12

million to $15 million gross loss
from Andrew, with the net loss to-
taling $5 million to $7 million.

Part of the uncertainty that per-

vaded the Rendez-Vous was caused

by the fact that "reinsurers don't
have a handle on insurer losses yet,"
said James El Dwayne, president of
Prudential Reinsurance Co. in New-

ark, N.J. "It's going to take some
time," he added, noting that Pru Re
had not yet been able to determine
whether its losses from Andrew

"would go through the top" of its
catastrophe protection.

"What reinsurers are going to do
-that's the $64,000 question," Mr.
Dwayne said.

For the market to turn, "It's got
to affect the mentality of senior
management. I don't know, but it
doesn't appear" that has happened,
he said.

Andrew "has raised everyone's
consciousness. Now, it's up to se-
nior management. If we do some-
thing now, we won't have to do
something violent down the road,"
Mr. Dwayne said. "There has to be
discipline. You've got to do it-walk

r

away from underpriced propor-
tional programs."

While the bulk of the talk at the

Rendez-Vous centered around prop-
erty catastrophe programs, "cat pre-
miums only account for a small por-
tion of most reinsurers' business,"

Mr. Dwayne observed. And, he
added, much catastrophe business is
now written on a funded basis.

Daniel Marren, president of Com-
mercial Risk Partners Ltd. of Ber-

muda, which writes what it calls

"shared risk" reinsurance, agreed:
"We won't see an overall hard mar-

ket because of Commercial Risk and

the other financial reinsurers that

can provide capital."
While there may be a shortage

of traditional catastrophe capacity,
"funded covers can be used to fill

the gaps in the full cat layer,"
pointed out Mr. Dwayne, noting that
Prudential Re has funded a portion
of its catastrophe program.

Some said they feared that new

.

1 1

.

capacity could hamper a turn in
the catastrophe reinsurance market.

Several executives noted that the

capital pledged to Mid Ocean Rein-
surance Co. Ltd., the Bermuda ca-

tastrophe reinsurance company pro-
posed by Marsh & MeLennan Inc.
and J.P. Morgan Inc., now exceeds
the $300 million goal set by its
sponsors. For example, shareholders
of EXEL Ltd. in Bermuda have ap-
proved a $100 million investment,
while M&M and Morgan each are
buying $30 million in shares (BI,
Sept. 7; June 22).

Many, though are welcoming the
formation of Mid Ocean, noting that
the $250 million in overall cat limits

the facility plans to write will only
make up a portion of the capacity
that has left the cat market.

Paul Ingrey, president of F&G Re
in Morristown, N.J., a unit of

USF&G Corp., says he believes that
Andrew could cause the market to

Continued on ncrt page
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turn just as Hurricane Betsy did in
1965. As the losses from Betsy con-
tinued to rise, excess-ofiloss rein-
surance pricing increased. By the
end of the next year, direct insur-
ance rates also rose.

"By the end of next year, we may
see increases in direct rates for both

property and casualty risks," Mr.
Ingrey said. "This is right out of a
basic Paul Samuelson economics

textbook-supply and demand."
While Mr. Ingrey said "there's less

than a 10% chance that direct rates

will rise by the end of 1992, there's a
50% chance by the end of 1993.
There will be intervening factors
between now and then, and those

factors are more than likely to be
negative," which would increase the
likelihood of rate increases.

For year-end 1992 renewals, how-
ever, "I don't see much trend in the

U.S., except that cat rates will go up
moderately. But, they are already

too high, and you could get into a
non-buy situation," Mr. Ingrey said.

Others, though, said Andrew and
Betsy are not readily comparable.

"Betsy was a real crusher," said
one senior reinsurance market ob-

server, who explained that the prop-
erty/casualty cycle was at the bot-
tom when that storm struck in

September 1965. "My guess is ·that
Betsy was a harder hit at a time
when everything was bad. It was
like a cold bucket of water."

The worldwide insurance indus-

try, he added, is in much better
shape now than it was in 1965 to
withstand a loss of Andrew's mag-
nitude. "My guess, bottom-line, is
that Andrew is not going to make a
big difference."

"We are not optimistic of any
changes in the market and have not
heard anyone here who is," said Ri-
chanel A Adler, executive vp at un-
derwriting manager Shand, Mora-
han & Co. Inc. in Evanston, Ill.

In fact, Mr. Adler is concerned
that since the huge losses created
by Andrew will eat into insurers'
and reinsurers' cash flow, com-
panies may be tempted to try to
write more premium-at insuffi-
cient rates-to generate cash.

"My concern is if the damage at-
tacks insurers' cash flow and not

their solvency, some companies will
try to write their way out of the
mess," he said, adding that some in-
surers may move into new lines of
business in search of premium vol-
ume, increasing competition.

"For companies like Frontfer that
are casualty-oriented, Andrew
doesn't mean a lot," explained Peter
L. Rhulen, vp of Frontier Insurance
Group Inc. of Monticello, N.Y.

Mr. Rhulen believes that An-
drew's effect on the market also

will not be as great as many had
thought because "between Allstate
and State Farm, they are going to
take a big hit."

AM-RE MANAGERS. THE ALTERNATIVE ANSWER.

Who says coverage in a hard market has to
cost more? AM-RE MANAGERS, INC. can

help you set up a self-insurance program
that guarantees your costs regardless of
fluctuations in the market. With both the

resources and the flexibility to actually let
you control your own results.

AM-RE MANAGERS, INC. is exclusively
committed to the needs of the alternate

market. Our staff is a combination of

technical underwriters, actuaries, claims

experts and financial strategists who will

work in partnership with you to design and
implement secure and cost-effective risk
management solutions. We structure risk
transfer to help you prepare for your future
needs now and smooth your bottom line
results over time.

Don't be a victim of future pricing. Let
AM-RE MANAGERS, INC. give you the
power of control. For a brochure on our
capabilities, call (609) 275-2000.

'AM·RE MANAGERS, INC.
UP' A Subsidiary of American Re-Insurance Company

555 College Road East, Princeton, NJ 08543-5241, (609) 275-2000
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Property insurance rates may rise
a bit, he said. "Some stock com-
panies will get a little more. Other
than that, though, I don't see any big
change in the market. It's steady as
she goes."

"There seems to be a feeling that
the problem is with the large direct
writers," like State Farm Group and
Allstate Insurance Co., "and that
(the damage) is not as bad as it
could have been," Shand's Mr. Adler
said. "The days of looking for catas-
trophes for our salvation are over,"
he added.

State Farm, which does not buy
reinsurance, says it will pay $1.5
billion in claims from Andrew (BI,
Sept. 14). Allstate-which had a
$250 million catastrophe coverage
layer, of which only about $170 mil-
lion was filled-said that its net af-

tertax loss from Andrew will hit

$700 million (BI, Sept. 7).
Hurricane Andrew "was not an

even, across-the-·board hit," echoed

ner-casualty actuarial for Coopers
& Lybrand's risk management con-
sulting practice in Atlanta. "We
haven't had a trigger event-not
even Andrew-to change the mar-
ket.

"People are saying, 'Where is the
kick going to come from to turn
things around?' " Mr. Kist said.

Andrew was not as "broad-based

as Hugo," agreed Willcox's Mr.
O'Leary.

However, he believes "this is the

event that will trigger rate hikes
for property risks." As the catas-
trophe coverage market tightens,
"primaiy insurers will be left with
a lot of cat exposure," he noted,
adding that rate hikes will be more
pronounced for personal lines rather
than commercial lines.

"Because their net lines will be

bigger, they have to have more pre-
miums."

Mr. O'Leary noted that Andrew
is not making a big impression on
many London and European rein-
surers, despite the magnitude of the
losses.

"I was shocked at the attitudes

of the European and London rein-
surers. It was like the last dinner

on the Titanic," he said. However,
he observed that as the week pro-
gressed, "the impact of Andrew
began to take hold."

Still, London representatives
maintain that Andrew will not add

substantially to that market's al-
ready considerable problems.

"My own view is that London's
share of Andrew will be substan-

tially less than from Hurricane
Hugo," summed up Ronald A. Iles,
chairman of Alexander How(len Re-
insurance Brokers Ltd.

The London market was slammed

by the majority of the $4.2 billion
Hurricane Hugo because of the
London market excess-of-loss rein-

surance "spiral," which has since
virtually disappeared, he noted.

U.S. insurers that have increased

their property retention this year
will pick up the majority of the tab
for Andrew, said Mr. Iles, echoing
the view of many London market
executives.

Typhoon Mireille, which caused
$5.2 billion of insured damage in
Japan last year, caused reinsurance
prices to rise during Japanese re-
newals in April, so it is logical that
prices will rise for U.S. ceding com-
panies come year-end renewals and
during July 1993 renewals, he said.

"It will be interesting to see what
will happen to capacity in the U.S.,"
observed Jerome Karter, executive
vp and chief executive officer of
SCOR U.S. Corp. in New York, a
unit of SCOR S.A. "I think the U.S.

market will harden to some extent."

Many catastrophe reinsurers be-
lieve that retentions must rise next

year so that ceding companies re-
tain more of the natural disaster

losses.

"If there will be more catastro-

phes, then we must push retentions
up," said Nigel Burton, a catastro-
phe excess-of-loss reinsurance un-
derwriter at Lloyd's. He noted that
after Hurricane Alicia in 1983, U.S.
ceding company retentions in-
creased as much as threefold.

At the moment, large U.S. pri-
mary insurers retain an average of
about $100 million per catastrophe,

tion perhaps should rise to between
$500 rnillion and $1 billion.

Property reinsurance renewals
next year will harden, "but peo-
ple won't pay more cash; they will
increase their level of retentions,"
added Dennis Purkiss, chief execu-
tive of Lloyd's underwriting agency
group Merrett Holdings P.L.C.

Some-albeit a few-reinsurers

say they will take a hard line dur-
ing renewals this year in order to

Continued on next page



Market outlook
Continued from previous page
increase prices, with or without the
"Andrew factor."

John Engestrom, the new man-
aging director of Mercantile & Gen-
eral Reinsurance Co. Ltd. in Lon-

dcn, doubts that Hurricane Andrew

by itself will force ceding companies
to mcrease insurance prices across
the board.

Primary insurers did not increase
ra:es after Hurricane Hugo in 1989,
the European windstorms of 1990 or
Tsphoon Mireille, so "I'm not sure
that Andrew will make a great deal
of difference either," said Mr. En-
gestrom, whose company is a sub-
sidiary of Prudential Corp. P.L.C.

Following these disasters, prop-
er:y catastrophe rates did rise, but
th-s class of risk is "infinitesimal"

compared with property/casualty
coverages, he said, noting that 70%
to 80% of reinsurance still is writ-

ten on a proportional basis.
Therefore, reinsurers must "tackle

the bigger problem of getting the
price right for our products," said
Mr. Engestrom.

Come year-end renewals, "either
ycu have to put your house in order
and get the primary (insurance)
prices right or we'll have to take a
walk or switch to another form of
reinsurance-a combination of non-

proportional and facultative,"
warned Mr. Engestrom.

Ceding companies may take a few
years to get their house in order and
charge the right price for coverages,
Mr. Engestrom understands. But
M&G will stop writing reinsurance
fcr ceding companies that do not
niake the effort, he said.

"We need to live up to the fi-
nancial obligations of our owners.
That means we have to get our
prices right, and if we can't get
them right in terms and prices, we'11
have to tell our clients that we are

reducing our commitments."
While many reinsurers are say-

ing that prices will be increased and
r€tentions increased at year-end, "in
the months to come their resolve

could melt away" Mr. Engestrom
said, adding that M&G's resolve is
firm.

Catastrophe reinsurance will de-
finitely be hard to come by follow-
ing Hurricane Andrew, said Balth
Heyer, senior vp at Swiss Reinsur-

ance Co. in Zurich. Because rates

have already hardened and catas-
trophe reinsurance capacity has al-
ready decreased, reinsurers can only
demand increased retentions at the

end of the year, explained Mr.
Heyer.

Come year-end, ceding companies
will be concerned about the finan-

cial strength of the reinsurers they
use in light of the major insolvencies
in the London and Scandinavian

markets in the past year, according
to Mr. Heyer.

Security, however, may cost more
than ceding companies have paid in
the past, he implied.

"The quality of security may well
be the most important aspect of
placing reinsurance in the 1990s,"
he said. "Security is our
strength...and we feel we can pick
and choose now" who the clients

will be.

"Capital doesn't necessarily equal
security," noted Jean-Francois
Gelot, managing director of Opti-
mum Risk Research (International)
Ltd. in St. Peter Port, Guernsey.

While Mr. Gelot agrees with those
who say there may be too much cap-
ital in the market, "Too much good
capital, I don't know. What you
need is capital that is invested in
things that are secure."

One reinsurance broker said that

as a result of the string of catastro-
phes that have hammered the ca-
tastrophe reinsurance market in re-
cent years, including Andrew, some
reinsurers may be considering re-
ducing the so-called occurrence lim-
itation-which holds that all dam-

age caused by a storm during a

certain period of time is classified as
a single event-to 48 hours from the
current 72 hours.

For example, if a 48-hour clause
had been in effect, Hurricane An-
drew would have been considered

two events.

A ceding company with losses in
both Florida and Louisiana would

have had to reinstate its catastrophe
coverage in order to receive protec-
tion in both states.

However, the broker warned,
changing the occurrence limitation
to 48 from 72 hours could be a

"double-edged" sword for some
reinsurers. If a hurricane caused ex-

tensive damage in two different
areas more than 48 hours apart, the
reinsurer could be forced to pay its

A contrarian and lonely prognosticator
MONTE CARLO, Monaco-Few executives at the

36th Rendez-Vous de Septembre were willing to ven-
ture a guess on when the market would turn. LeRoy
Simon would.

Mr. Simon, who retired in the past year as an exec-
utive consultant with Coopers &
Lybrand, predicted at the Rendez-

36th Vous "that the market will turn 18

Rendez-Vous months from today. The important
thing, though, is that it will turn

de Septembre downward.
"How do I know? Because

everybody thinks it is going to
tuin up," Mr. Simon said with a sly smile.

More seriously, Mr. Simon said his hypothesis is
based on the fact that "everyone is demanding secu-
rity from their reinsurers, which has been translated
into a large surplus base. People won't listen to you if
you don't have $50 million, and $100 million is more
like it."

And the investors injecting such large amounts of
capital into the insurance induscry will demand gen-
erous rates of return. "How do you get that? By writ-
ing more business," Mr. Simon Explained.

entire limits to a ceding company
twice rather than once.

While reinsurers were unanimous

in their desire for rate hikes, several
executives noted that reinsurers

must do a better job of advising
their ceding company clients to be

"You find the best risks, cut the price and take the
business away from competitors. And, of course,
the competition is doing the same thing to you."

He was quick to pomt out that reinsurers have not
yet fallen into this pattern. "They have been para-
gons of virtue."

Mr. Simon ended his forecast saying, "Sure, I hope
it won't happen, but"

While Mr. Simon predicts that the market will
favor buyers when it finally "turns" in 18 months, he
has no sympathy for buyers that take unfair advan-
tage of a competitive marketplace.

"The buyer who bullies the price down in a soft
market shouldn't whimper when charged what the
market will bear in a hard market," he said.

Mr. Simon, who last year said that the 35th Ren-
dez-Vous would be his last, returned to Monte Carlo
for his 20th September gathering to assist Coopers &
Lybrand, for which he still does some consulting
work in retirement.

He vows that the 1992 meeting will absolutely, po-
sitively be the last Rendez-Vous he attends. "You can
be sure of it."

-By James At Burcke

successful in a turbulent market, a
belief that was also expressed dur-
ing the formal speeches delivered at
the Rendez-Vous (see stories, pages
56 and 58).

"Reinsurers must do a better job
of advising ceding companies," said

American Re's Mr. Abdallah.

"Long-term clients will listen.
"The reinsurers with professional

staffs that work with insurance

companies from the ground up are
going to be successful," he ex-
plained.

Guessing Andrew's toil
Not an easy game, but everyone in Monte Carlo played

By JAMES M. BURCKE
and STACY SHAPIRO

MONTE CARLO, Monaco-One
of the favorite pastimes at this year's

Rendez-Vous de

Septembre was
36:h guessing how

Rendez-Vous much Hurricane

Andrew would

(le Septembre finally cost the
insurance indus-

try.

The Property Claim Services divi-
sion of the American Insurance Ser-

vices Group has estimated that in-
sured property damage in Florida
and Louisiana will total $7.8 billion,

not including marine and aviation
losses (BI, Sept. 7).

AON BROKER SERVICES |IC
Wholesale Brokers

"Ask us about Bus Fleets"

AoN

Suite 218

5 Marineview Plaza • Hoboken, NJ 07030

Phone: 201-656-4600 • FAX: 201-656-1526

Insured marine damage has been
estimated at $500 million, while
aviation damage has been set at an-
other $500 million.

Many people at the Rendez-Vous
thought the total would grow.

"When the numbers start com-

ing in for individual companies,"
the total insured damage caused by
Andrew will rise to $9 billion or $10

billion, said Robert F. O'Leary, pres-
ident and chief executive officer of
broker Willcox Inc. in New York. Of

that amount, $2 billion in damage
would wind up in the London mar-
ket, he said.

Others estimated that the toll

could go even higher, with some
predicting insured damage totals of
$11 billion to $12 billion and total

damage reaching $20 million.
Some reinsurance executives

noted that' it was difficult to put
together a meaningful number
based on the loss reports announced
by insurers and reinsurers.

"If you believe everyone's figures,
the total is $3 billion," joked Jae-
ques Blondeau, president-operations
of SCOR S.A. in Paris.

However, he added that it is diffi-

cult to get a good handle on total
damage amounts from individual
company reports because the in-
creasing use of financial reinsurance
distorts the numbers.

SCOR itself will likely incur a
$40 million gross loss from Andrew,
"and much less than that net," said

Chairman Patrick Peugeot. "That's
a lot of money, but at least it's not
$250 million."

London underwriters, which were
battered by Hurricane Hugo claims
in 1989 (BI, Sept. 25, 1989), contend
that this time around U.S. un-

derwriters will pay most of the
storm losses.

Others, though, say estimates that
less than $1 billion of Andrew's toll
would be borne by London were at
best overly optimistic and at worst
lies intended to persuade Lloyd's of
London members to remain in the

market.

"There's two schools of thought I
have heard down here," said Victor
Blake, chairman of CNA Reinsur-
ance of London Ltd. "Some say it is

, mainly a domestic issue (because)

American insurance companies have
bigger retentions than (they did for)
Hugo. So, therefore, it will be 'a do-
mestic problem.'

"There's another school of

thought that I've heard that says
there is a degree of underestima-
tion of the damage and the likely
impact beyond the U.S. Some feel
the price tag will be somewhat
higher than the levels that people
think would be comfortable levels as
far as London is concerned.

"I don't have a view on that be-

cause the jury's still out. The con-
ventional view seems to suggest that
it shouldn't be as bad."

Mr. Blake said what "flabber-

gasts" him is "the size of loss being
thrown around," referring to the $20
billion total loss figure. "It seems to
me it's very speculative-that you
start with $20 billion and say that
$8 billion of that is insured. There's

an awful lot of guesswork. So, for
the moment, I have no prediction,

except to say I hope it is bad enough
to make people sit up and domestic
insurers address their fundamental

problem of rates. And we will all be
beneficiaries of that," he said.

While most attending the Ren-
dez-Vous thought the final toll from
Andrew would exceed current esti-

mates, one executive steadfastly dis-
agreed.

The PCS estimate is "a politi-
cal number," said Arthur H. Deters,
president and CEO of International
Risk Management Group in Ber-
muda. "I take the propaganda fig-
ures and divide by two. And, this
time, I hope I haven't overesti-
mated."

Mr. Deters believes that the $4
billion estimate of the U.S. dam-

age caused by Hurricane Hugo in
1989 also "is a bit much."

"The fallout from the collapse of
the Scandinavian insurance market

is going to be worse than Andrew,"
he said, adding: "Watch this space."

Scandinavia is a "fairly important
segment" of the world economy, he
explained. The problems in the
Scandinavian insurance market are

"not going to be the straw that will
break the camel's back, but I am not

sure the camel can take many more
straws."



Catastrophes
dampen mood
and attendance

By STACY SHAPIRO
and JAMES M. BURCKE

MONTE CARLO, Monaco-A

somber, at times depressing, mood
pervaded the
36th Rendez-

36th Vous de Sep-
tembre as insur-

Rendez-Vous
ers and rein-

de Septembre surers licked
their wounds and

counted the ca-

sualties of an unprecedented five
years of catastrophes.

One of the more popular topics
among the reinsurers, insurers, bro-
kers, lawyers, accountants and
others in Monte Carlo during the
week of Sept. 6 was discussing who
was not on hand this year.

Several insurers and reinsurers,
particularly in the London and
Scandinavian markets, had merged
or stopped writing business in the
past year, which rneant that sorne
well-lmown faces didn't turn up.

"I came (to Monte Carlo) to see
who is solvent to take our rein-

surance programs," said Axel Bia-
gosch, director of Colonia Insurance
A.G. in Cologne, Germany, and the
unofficial organizer of the Baden-
Baden reinsurance meeting in late
October.

One underwriter said that the

Rendez-Vous this year could be
viewed as a wake or a celebration of

a new beginning.
"These people are terrified,"

added a reinsurance broker. "They
are here with their suits and ties,
but they're broke"

About 2,200 people were regis-
tered for the Rendez-Vous, but there
was general agreement that true at-
tendance was down by as much as
30% from last year, when the official
attendance figure was 2,288.

Although the Cafe de Paris was
buzzing with reinsurers and ced-
ing company executives talking
about their programs in the bright
sunlight that shone on Monte Carlo
during most of the week, other
meeting places, like the lobbies of
the Loews Monte Carlo hotel and

the Hotel de Paris, were much
quieter than usual.

Cocktail parties seemed to be
more spamely attended than in past
years, and there were empty tables
for the first time in 11 years during
the black-tie gala dinner held on
Wednesday night.

"There are a lot of people re-
gistered in the (official Rendez-
Vous) book who aren't here,"
summed up Nicholas Davenport,
managing director of Willis Corroon
Continental Europe Ltd. in London,
who has attended the Rendez-Vous

for 19 years. The crowd may have
looked smaller, though, since "I
don't recognize that many people
(because) my generation is no longer
around."

One of those whose absence was

noted by many was veteran Rendez-
Vous attendee William Delaney,
president of intermediary Delaney
Offices Inc. of New York. Mr. De-

laney, a fixture at the Rendez-Vous
for decades, was known for hosting
a primarily "gentlemen-only" cock-
tail party at the Hotel de Paris.

Many observed there were far
fewer insurer and reinsumr execu-

tives in attendance than usual, while
the number of brokers, attorneys
and accountants on hand may have
actually grown.

"There are more brokers, lawyers
and consultants than ever. There's

more of them and less of us," said
Michael E. Satz, chairman and chief
executive officer of Capital Re
Corp., a financial guarantee rein-
surer in New York.

"Sometimes I wonder, 'Where are
the clients?' " said Mahmoud M.

Abdallah, senior vp of American
Re-Insurance Co. in Princeton, N.J.

One reason that fewer U.S. in-

surer executives attended is that

Continued on page 53
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MUNICIPAL LIABILITY INSURANCE
Public Officials

School Boards

Law Enforcement Agencies
9-1-1 Errors & Ornissions

Pool Supplements
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Public Housing Authorities
(General andPubtic OBcials Liabili60

IJmbrella and Excess Liability
(for all Municipal Risks)

Municipal General Liability

---

Governmental Programs
wrote the book on Municipal Liability
Insurance. Our first programs were introduced in 1980 and we have provided
consistent service to our clients ever since.

7hday, we continue to set the standards for the industry with refined and
expanded programs, backed by knowledgeable, experienced liability experts
dedicated to customer service.

In addition to our individual municipal programs, we can also provide
Excess Liability coverage for Risk Pbols or any of our primary coverages in
association with the Pbol.

For more information, contact your insurance representative or call us direct.

Governmental Programs
A Division of Aon Direct Group, Inc.

1-800-368-3583
FAX(804) 287-5555

6604 West Broad Street, Richmond, Virginia 23230 RO. Box 6609, Richmond, Virginia 23230-0609

In today"s

job market
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. . . an increasing number of employers require the Certified Employee Benefit Special-
ist (CEBS) designation for employee benefit positions. Why? Because no other certifica-
tion in the benefits industry is as widely recognized and highly respected as CEBS.

The CEBS program consists of a series of college level courses and examinations
covering the design, administration and management of employee benefit plans. CEBS
is designed in a flexible, user-friendly format that allows busy professionals to study
at home or work, or attend classes at nearly 100 locations nationwide. Those who
participate in CEBS find that it increases knowledge, provides peer recognition and
enhances career growth.

To invest in your career today, find out more about the CEBS advantage. Send
for a copy of the new 1992-1993 CEBS catalog. Call, write or fax:

the Certified Employee Benefit Specialist ProgrAm
P.O. Box 868, Brookfield, Wl 53008-0868
Phone (414) 786-6700 Fax (414) 786-6647BSadvantage
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nsure,Topics A special editorial section
sent exclusively
to insurers and reinsurers

Standing out in a crowd
By SALLY ROBERTS

Attending yet another trade
show could become drudgery for
frequent convention -goers.

But the trip through a vast ex-
hibit hall often becomes an ad-

venture when there are attrac-

tions like a replica of an 1817
train car, a 5-foot-long live alli-
gator, a mind reader and a base-
ball-trivia video game.

Insurers share attention-grabbing trade show tips
Insurance companies use eye-

catchers like these to grab the
attention of potential buyers at-
tending trade shows.

But as important as obtaining
business leads is, exhibitors
agree another key reason to exhi-
bit at trade shows is to gain visi-

SMILE!/I

bility and increase awareness of
the company's products and ser-
vices.

And setting up just any old
booth isn't enough. To stand out,
exhibits should be theme-
orienied, said Robert Bonomolo,
manager of advertising and

director of corporate communi-
cations with Reliance National
Insurance Co. in New York.

Developing the right theme is
crucial. It must be memorable

enough so someone visiting the
exhibit one year will remember it
the next year, he said.
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Hopping aboard a train would
be memorable, for instance.

Reliance National Insurance
Co. unveiled its 1817 train car

replica at the 1992 Risk & In-
surance Management Society
Inc. conference in Anaheim,
Calif.

The 19th century train was
used in honor of the 175th anni-

versary of Reliance Insurance
Co.'s commencement of business,
Mr. Bonomolo said. All literature

sent out before and during the
conference carried the train
theme, he noted.

Weary conference-goers are
invited to step inside the train,
where they are served beverages
and gold chocolate coins from
bartenders dressed in Victorian

costumes, he explained. The
"passengers" can even make free
busines5 calls using late 19th
century telephones inside the
train.

Mr. Bonomolo pointed out that
the exhibits should also reflect a

company's "corporate image."
And trade shows provide an ex-
cellent opportunity for insurance
companies to "establish an iden-
tity for themselves," he added.

Mutual of Omaha Insurance

Co. has tried to do just that by
linking its exhibit to "Wild
Kingdom," the television show
the company has sponsored for
almost 30 years.

Two of the television show's

stars, Jim Fowler and Peter Gros,
are accompanied by four to six
live animals at the Mutual of

Omaha exhibit, said Mark Evans,
manager of group communica-
tions and advertising for the
Omaha, Neb.-based company.

The animals range from lion
cubs to pythons to a 5-foot-long
alligator, Mr. Evans said.

"The animals attract a large
number of people" to the exhibit,
he said. People who approach the
booth give their business cards to
a photographer and have their
photo taken with a wild animal.
Either Mr. Fowler or Mr. Gros

are included in the photo. The
business cards are then used to

track sales leads, Mr. Evans ex-
plained.

To attract attention among the
sometimes hundreds of others,
exhibitors must "be creative, dy-
namic and interesting," said
Margaret W. Lawson, assistant
vp of marketing at The Hartford
Steam Boiler Inspection & Insur-
ance Co. in Hartford, Conn.

The insurance company
achieves this by personally inter-
acting with attendees through a
mentalist, who purports to read
conference-goers' minds. The
mind-reader works out of the ex-
hibit booth and interacts with

people following a story line
using a prepared text, Ms. Law-
son explained.

Continued on next page
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The mentalist has become iden-

tified with the company. "People
look forward to speaking with him
and seeing him" at conferences, she
added.

In the past, the insurer has used
hand-held puppets to interact with
the attendees. The puppeteer also
relies on a prepared text to answer
questions from the audience.

Another popular attention-grab-
bing znteractive device at confer-
ences is CIGNA Corp.'s electronic
baseball trivia game.

Conference-goers sign-on to the
computer video game by supplying
information that CIGNA later uses

to identify prospects, said Carol
Wendel, vp-marketing for munici-
pal insurance services for the Phil-

adelphia-based comgany
The company addiionally :ies in

the baseball theme ty giving away
pens in the shape of baseball tats
with ClGNA's logo on them, she
said.

Since its 1990 debut, the base-
ball theme continues to be a sue-

cess for the insurance company
and works especially well when it's
in sync with the baseball season,
Ms. Wendel said.

The company also sets up a 20-
foot-by-20-foot putting green at
some smaller conferences to attract
attention, said Michael Mar:in, se-

nior sales promoticnal specialist
for corporate marketing at CIGNA.

But specially programmed video
games and minia:ur€ pitting
greens don't come cheaply.

In addition. booths can cost any-
where from $3,000 to "as high as

f

r

f

Peak Performers

Chubb spends $25,000 every time the insurer goes
to a major trade show, and this does not include
the cost of Chubb's elaborate exhibit, which is

worth $200,000. But, 'the return on investment is
easily fivefold,' points out Ms. Korkuch.

you want," Mr. Martin said.
And that doesn't include the ex-

hibit fee, individual conference
Sees, shipping expenses or travel
expenses that accompany atten-
dance at all conferences, said Mary
Lou Korkuch, manager of promo-
ion and public relations for War-
zen, N.J.-based Chubb Corp.

Chubb spends $25,000 every
ime the insurer goes to a major
show, she said. And this does not

include the cost of Chubb's elabo-

rate exhibit, which is worth
$200,000, she noted.

Ms. Korkuch is quick to point
out, though, "that the return on
investment is easily fivefold."

Mutual of Omaha has a national
conference budget of $50,000,
which enables the insurer to attend
three to five national conferences a

year, according to Mr. Evans. The
company is also building a new

CPCUs can help your
company's team reach
new heights. They bring
expertise, knowledge,
and dedication three

essential qualities for the
climb to the top.

Each CPCU has sue-

cessfully completed ten
national examinations,

agreed to be bound by a
strict code of ethics, and
kept informed about
industry trends and
developments.

For more information on

how CPCU can help
your organization reach
the top, contact The
Society of Chartered
Property and Casualty
Underwriters.

The

Society
Of

CPCU

Chartered

Property and Casualty
Underwriters

PO Box 3009

Malvern, PA 19355-0709
(215) 251-2743
Fax (215) 251-2761

"more cost-effective" exhibit with

a $30,000 price tag. The retired
booth cost the insurer $40,000, he
noted.

Booths are only one way of
maintaining a high profile at con-
ferences.

For example, Chubb officials try
to "be available for presentations
and offers to be on panels" at vari-
ous industry conferences, Ms. Kor-
kuch said.

Hartford Steam Boiler also "tries

to get a speaking part" on seminars
and panels, Ms. Lawson said. It is
an effective way for the insurance
company to announce its presence
and to communicate important in-
formation to the customers, she
said.

Reliance National goes as far as
to sponsor a television series, "The
Premium Dollar Today," pointed
out Mr. Bonomolo (Insurer Topics,
June 18, 1990). The 30-minute pro-
grams are aired nationally on cable
television's USA Network early
Friday mornings.

At this year's RIMS conference,
the insurance program was taped
live from the conference's main ex-

hibit hall, Mr. Bonomolo said.
RIMS conference-goers were wel-
come to sit in on the taping, he
said.

Mini-events held prior to con-
ferences are quickly becoming an-
other way to gain further recogni-
tion.

For example, Mutual of Omaha
invited its best customers, brokers
and business leads on a private
tour-led by Wild Kingdom's Mr.
Gros-of a new aquarium in New
Orleans prior to the 1991 RIMS
conference there.

Chubb also tries to get a jump
on the competition by holding a
breakfast for specific clients, pros-
pects, agents and brokers, and by
mailing a post card with a color
photo of the company's exhibit to
attendees prior to the conference,
Ms. Korkuch said.

The insurer obtains the registra-
tion lists from conference sponsors
and sends out the post cards a
week before the gathering to all
existing and potential buyers, tell-
ing them to "Please stop by and
visit us," she said.

Hospitality suites at conferences
are a popular draw, too.

Continental Corp. rents suites
for four to five days, inviting spe-
cific clients and prospects to stop
by after the conference to chat and
have a drink, said Jim O'Sullivan,
director of marketing communica-
tions for the New York-based in-

surance company.

While all these gimmicks ini-
tially draw conference-goers in,
there has to be substance under
the glitz.

"Displays will only act to at-
tract, but it's up to the company's
marketing and underwriting staff
to discilss and finalize products
and proposals," said Rudy Ma-
rinelli, vp of advertising and direc-
tor of creative effort for Reliance
National in New York.

Making available informative
literature, as well as knowledge-
able company representatives, at
meetings is important.

For example, Mutual of Omaha's
literature and products inside the
booth outline its extensive man-

aged care experience, Mr. Evans
said. "As people come through, we
glance at their business cards and
generate conversation" about their
benefit plans, he said.

Chubb has found that in addi-

tion to specific product literature,
generic corporate pamphlets that
underscore the company's produc-
tivity are also very popular with
attendees, said Ms. Korkuch. •
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The nuts and bolts of an effective insurer exhibit
By SARA J. HARTY

To the casual visitor, confer-
ence exhibit halls are notable

more for the gimmicky goods
that can be collected than for the

architecture andstyle of the
booths themselves.

Exhibitors know better. They
know that company name recog-
nition can depend just as much
on booth design and graphics as
it does on freebies.

Once a company has decided to
purchase a custonn booth to be
used at trade shows and confer-

ences, the participation of upper
management in the booth's de-
sign becomes crucial, said Llona
Kitzing, president of Kitzing Inc.
in Chicago, an exhibit booth de-
signer.

Upper management can pro-
vide guidance on the booth's role
in a company's overall business
plan and marketing goals, she
noted.

Graphics used in a display
should immediately establish
corporate identification, perhaps
followed by some company state-
ment, said Debbie Nussbaum,

Booth design conveys corporate image, even across a crowded hall
sales manager at Innovations
Inc.in Shrewsbury, Mass., which
designs exhibit booths.

At eye level, the artwork
should become "product spe-
cific." she said.

It's important for the booth to
stand out, said Michael Cardillo,
co-owner of Mount Vernon Dis-

plays Inc. in Prospect Park, N.J.
A booth should be distinctive

enough that people will remem-
ber it whetner or not they visit it,
he said.

The bocth should convey a
solid corporate image that allows
the company to communicate its
message even from across the
aisle, Ms. Nussbaum agreed.

Designers suggest thinking of
them as billboards rather than
advertisements.

"No Dne will read the fine

print,' said Ms. Kitzing. Instead
of a 10: of type, use enlarged
photographs to draw attention to
the booth, she said.

Iniividuality is one goal of an
exhibit. Sc there really is no such
thing as '-must have" features,

said Ms. Nussbaum; it all de-

pends on what a company wants.
Some want a "perimeter eon-

trolled exhibit" that keeps out
everyone not specifically invited.
Others strive for an open-air at-
mosphere that encourages peo-
ple to mill around and talk, she
explained.

For open-air exhibits, booths

Ms. Kitzing advises
using enlarged

photos at a booth.
'No one will read the

fine print,' she says

must be designed b facil.tate
traffic f.ow, said Dan Knopoff,
director of marketing and com-
munications for Kit=ing. "Pros-
pects mist be carried through
the exhibit properly."

The materials used to con-

struct a booth are another im-

portant consideration.

Currently, laminated surfaces
are more popular than painted
ones. When it's used at all, paint
generally is splattered or marb-
leized, Mr. Cardillo said.

"A marbleized look is very 'in'
right now," Ms. Kitzing agreed.

And, "good lighting is critical"
for drawing prospects into the
exhibit, Ms. Kitzing said.

Lighting can also be used to
emphasize graphics or artworks.

For instance, light boxes be-
hind blown-up photographs were
very popular for a time, Ms.
Nussbaum said. But many exhi-
bitors have mcved away from
that due to budget cuts. "]t's just
as effective to get a good picture
to begin with and use direct
lighting from the front."

Other curren:ly popul ar fea-
tures include columrs, curves
and enlarged vivid pictures to
decorate the booth.

In addition to aesthetic Donsid-

erations, there is also a practical
side to selecting a booth.

More companies are requesting
lightweight or easy to set up ex-

hibits. And nine times out of 10,

companies want a "modular" ex-
hibit booth that that can be bro-

ken into smaller exhibits, said
Ms. Nussbaum.

Durability requirements vary
widely. Some companies have
used the same exhibits for more

than 10 years, and good exhibit
houses should be able to provide
a look that is more or less time-
less, Ms. Nussbaum said.

Usually, though, either chang-
ing styles or wear and tear will
force a company to consider re-
placing an exhibit after about
five years, she said.

With budgets tight right now,
one way to achieve a new look is
to recover or repaint a booth's
individual exhibit components,
Ms. Nussbaum suggested.

For a new booth, exhibitors
should plan to spend $110 a
square foot for an island exhibit,
which offers access from all di-

rections, or $1,000 a linear foot
for a linear exhibit, which is ap-
proached from the front, design-
ers say. That works out to any-
where from $20,000 to $100,000
or more for a new booth. I

Making the trade shows pay off handsomely
Attending trade shows of target clients, Chubb finds an audience ready and willing to buy

By SARA MARLEY surer ian reach four or five qual- new law firm business to Chubb's exhibit booth. The bases
ified prospects every hour on the Chubb's commercial lines de- of the booth, which consist of

WARREN, N.J.-Chubb Corp. exhibit flcor. - -1 ' - partment. granite-look cubes and cylinders,
traces $3 million in new business Trade show marketing has *11 • The same department landed support interchangeable 5-foot
in the first half of 1992 to its been successful because Chubb a major electronics firm at RIMS by 8-foot panels.
presence at six trade shows-five can promote specialty insurance   2 in April, brinfling with it a $1 The panels feature close-up
of which had nothing to do with produc:s "directly to the person M,".m million annual premium. color photos that illustrate the
insurance. who understands how we are re- ..1 - . =I • After the Wine T€ch confer- types of businesses Chubb in-

Even at $20,000 to $25,000 per sponcing to their needs," said ence in Oakland, Cali i., Chubb's sures and are selected according
show in fees, shipping and staff Sandra Kressley, senior account Concord, Calif., branch office to the audience at a given confer-
expenses, attending trade shows executive for Gilbert Whitney &   wrote $800,000 in new winery ence.is more than cost-effective for Johns, a Whippany, N.J.-based -• & - business in six months. The panels are lit from above,
the insurer, said Marilu Kor- putlic relations firm that works • Chubb's Department of Fi- with wiring running down
kuch, manager of promotion and witn Chubb. nancial Institutions netted $1.2 through the panel into the base
public relations for the Warren, The resilts of that direct ap- million in new trust property to eliminate unsightly and po-

Photo by Peter Rogers premiums during the second tentially dangerous cords.
N.J.-based Chubb. proach are impressive:

Chubb began attending the • At:ending the Assn. of Legal Jerry and Michael Cardillo who quarter, following the American Television monitors and video
Risk & Insurance Management Administrators conference in Created the Chubb exhibit. over- Bankers Assn. February meeting. cassette recorders are housed in
Society Inc.'s annual conferences April brcught in $1 million in see its shipping and setup. Flexibility is the key to a separate, larger cylinder,
in 1986.

which also provides storage
Its involvement in RIMS since

-% space.

has expanded to include nearly A large rectangular wood cabi-
all of its commercial under- net that unites the looks of both

writing and service departments, = .7 the panels and the base provides
Ms. Korkuch said.

internal storage for promotional
In a desire to "get closer to the .¥ ----- and educational materials and an

customer," Chubb expanded its external display space.
show attendance in 1990 to in-

Sporting a quote from founderclude gatherings of the indus- "WB#' D Hendon Chubb that defines the
tries it had targeted, Ms. Kor-
kuch said. 2---4 r,ii,¥ , i * pl-th., corporate philosophy, the cabi-

net serves as the exhibit's an-
Today Chubb's distinctive ex- -= L'- Nt% chor.

hibit is a familiar sight at trade
shows and association annual

fit any space, Ms. Korkuch said.
meetings of the banking, con- While Chubb prefers an island or

The units can be arranged to

struction, legal, mining, museum peninsula setup-that is, open
and wine-making industries. 4-:4 from four or three sides-the ex-

"We are usually the only insur- hibit can also fit into a row con-
ance company exhibiting," Ms. figuration by defining its space
Korkuch commented.

with black curtains.

"We often find that our fellow 
Chubb's exhibit can also be

exhibitors are also prospective

taneously.

split to allow the insurer to ap-
clients," she said.

4£*47' '-4.I.---.,",f pear at two trade shows simul-
The shows have also provided

a good forum for market re- Even the exhibit's charcoal-
search.

gray carpeting is flexible, avail-
Chubb has found that atten-

m 1, , '1' A :11% 1?14 , 5 11' , .....dil able either in 2-foot squares or
dees reach the exhibit hall "pre-                                  .-·, i ' 11' 11'1 !1'1111/;111 1,· ,    - 10-foot by 20-foot rolls.
disposed to buy." As creators of Chubb's exhibit,

In fact, 83% of attendees have Jerry and Michael Cardillo of
the final say in what products Mount Vernon Displays of Pros-
and services are purchased, and pect Park, N.J., travel with it to
90% of them buy within a year, the trade shows. The two men
Ms. Korkuch said.

oversee the packing of the exhi-
Chubb also has found that

bit's components in felt-lined
leads generated at trade shows Photo by Allan Shoemake crates, transportation in an air-
cost 70% less to obtain than a Chubb's booth at the 1992 RIMS conference featured an island structure, which allows visitors to enter ride tractor trailer and setup at
traditional sales call, and the in- the exhibit from all sides. The box displaying a quote from Hendon Chubb doubles as a storage space. the conference. I
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Travelers recently used a desk set giveaway-a clock, measuring
tape and scissors--to help promote its managed care division.

OCTOBER

Claims Handling/
Claims Automation

Quick, accurate claims handling is
so important because policyholders
expect top treatment and service

when they have a claim. 8/'s /nsurer
Topics section will examine the
latest techniques and technologies
employed by insurance companies

to improve claims adjusting and
administration. And, are insurers

being pressured by some state
insurance regulators to improve their
claims handling records?

Issue: October 19

Ad Closing: October 7

Business
Insurince®
Coverage Guaranteed

Insurers use upscale gifts
to lure qualifted prospects

By LAURA MAZZUCA
-

Key rings, lapel pins and ball-
point pens emblazoned with in-
surance company logos are fa-
miliar sights at conventions and
trade shows.

A bowl full of trinkets typi-
cally is positioned within grab-
bing distance of passers-by at in-
surers' display booths.

While these old standbys will
never go out of style, many in-
surers are turning to high-end
giveaways to lure certain pros-

NOVEMBER

Anti-Fraud Efforts/CPCU

Conference Report

Fraud costs insurers hundreds of

millions of dollars each year. And, as
insurers become more sophisticated
in detecting fraud, the fraud artists
themselves become more

sophisticated too. Bfs /nsurer Topics
section will look at the most common

techniques used to defraud insurers
and how individual insurance

companies can work by themselves
and with law enforcement agencies to
detect fraud.

Issue: November 16

Ad Closing: November 4

pects at meetings
We're very focused on making

sure that what we're giving away
is tied to what we do," said
Marian Hanson, director-indus-
try.relations and events market-
ing for the managed care and
employee benefits department of
The Travelers Co. in Hartford,
Conn.

Travelers has never been big
on key chains and pens, she
added. "We don't believe in hav-

ing a basket of candy to woo
people into our booth. The point

DECEMBER

111%05%, Tee 2/ks

Mergers/AcquisitionW
Divestitures & Investments

How active has the insurance

industry been in pursuing mergers
and acquisitions over the past year?
B/'s insurer Topics section will look at
this activity including Transamerica
Corporation's attempt to spin off its
property/casualty insurance
operations. In addition, /Twill

examine insurers' efforts to manage
their real estate investments in the

face of the slumping real estate
market.

Issue: December 21

Ad Closing: December 8
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is not to give away junk, but to
find qualified leads.

Insurers like to introduce give-
aways as part of a larger cam-
paign, typically to introduce new
products, said Michael W. Mar-
tin, senior account executive-

corporate marketing at CIGNA
Corp. in Philadelphia. The pro-
motional item is designed to
reinforce the overall message of
the campaign, he said.

For instance, at several recent

agent conventions, CIGNA intro-
duced a new blanket property in-
surance policy for sale in Europe,
Mr. Martin said. Both mailings
and promotional materials
handed out at the booth bore

pictures of a blanket, and lap
blankets carrying the design
were given away.

Blankets went only to those
CIGNA selected from a list be-

fore the convention. Mailers

were sent out letting the lucky
few know a blanket was reserved

for them, Mr. Martin said.
The blankets cost CIGNA $10

each. "We wanted it to be a

high-quality product," he said.
Travelers follows a campaign's

theme in booth design and other
aspects at the six to eight large
national trade shows it attends

each year, including the National
Managed Health Care Congress,
the Independent Insurance
Agents of America's national
convention, and the Risk & In-
surance Management Society
Inc.'s annual conference.

For a recent theme of "Master-

ing the Art of Managed Care,"
Travelers passed out promo-
tional cards, and asked passers-
by to draw a picture of Travelers'
trademark umbrella. Would-be

artists used crayons and paints
available at the booth and were

rewarded with a painter's cap
bearing the Travelers logo.

Paintings were displayed in
the booth, along with the artist's
name and company. "People got
very elaborate," Ms. Hanson
said.

To follow up later, Travelers
put the drawings in paper frames
and had its field representatives
send them back to the artists, she
added. Travelers' costs were 85¢

per painter's cap and 50¢ for
each paper frame.

Another campaign-"Travelers
and business working to solve
the health care puzzle"-empha-
sized its managed care division.
The campaign was built around a
premium: a black plastic box
containing a clock, a measuring
tape, and scissors.

Travelers tied the premium
into its campaign with support
material that related the clock to

reducing downtime, the scissors
to cutting costs, and the tape to
measuring results. "Something
clever that would stay on a per-
son's desk" is how Ms. Hanson

describes it.

The giveaways, which cost
Travelers $12 each, were distri-
buted through a drawing.

People who stopped at the Tra-
velers booth were asked to iden-

tify their biggest health care
concerns, so "the booth turned

into a forum," Ms. Hanson said.

Not only did these comments
generate leads for field reps, but
Travelers compiled the com-

Continued on nert page
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ments and publicized the results
as a survey, she said.

This year, Travelers is building
its campaign around a "dia-
mond" theme/emphasizing
product quality. Qualified leads
will receive Tiffany paper-
weights, costing $65 each, Ms.
Hanson said.

Insurer marketing people typi-
cally work with giveaway suppli-
ers to come up with campaign
ideas, Mr. Martin said. Once
CIGNA has an idea for an item,
it will solicit bids from several

suppliers. Since the market is
very competitive, CIGNA gen-
erally gets a good price on the
items, he said.

Take the blanket promotion,
for example. Suppliers initially
quoted $25 to $30 per blanket,
but negotiation brought that
down to $10, he said.

Budgets for CIGNA's cam-
paigns are set by each division,
with a clear business objective-
and return on investment-in

mind, Mr. Martin noted.

Giveaways can cost from 50
cents per unit for conventional
items, like pens and key rings, to
"as much as you want it to be,"
he said. CIGNA once spent $60
per unit on a crystal globe that
tied into a promotional cam-
paign, he noted.

Insuiers also work with sup-
pliers on promotional ideas.

"We stay away from bags, pen-
cils and pens," remarked Joyce
Golden, president of JCG & As-
sociates, a corporate gift supplier
in Farmington Hills, Mich.

'We look for anything
useful,' says

Hartford's Ms. Phelan.

'It's not necessary to

spend a great deal.'

JCG specializes in developing
themes to go with the giveaways.
"We like to give away something
with a purpose," Ms. Golden
said.

Some of its ideas are related to

the particular convention or
event-like a deck of playing
cards complete with the com-
pany's logo for a convention in
Las Vegas.

JCG also developed a board
game for one client's display
booth, which was mailed to con-
vention attendees before the

event to prequalify them for
giveaways, she said. "The key is
to bring them by the booth."

She noted that people like -
items with a "toy factor," such as
a Rubik's Cube or other item that

can wind up on a person's desk.
But there is something to be

said for those pens and key rings,
too.

"We look for anything useful,"
said Janet Phelan, administra-
tive associate-corporate rela-
tions at ITT/Hartford Group Inc.
in Hartford, Conn. "It's not nec-

essary to spend a great deal to
get the same effect."

Ms. Phelan, who orders give-
aways for Hartford divisions at-
tending trade shows, finds that
most are looking for items under
$2 per unit, in typical quantities
of between 250 and 500. Recently
popular items include Post-It
flags-which attach to items in
files-magnetic note holders, and
a pocket-sized first aid kit-all,
of course, bearing the Hartford
stag logo. m
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Tricks of the trade show exhibitor
Allendale executive says advance planning is critical for a successful exhibit

By NANCY P. JOHNSON

JOHNSTOWN, R.I.-If experi-
ence is the best teacher, then
seasoned trade show exhibitors

are well taught.
The demands of planning and

execution for exhibiting at a
large trade show are myriad. It is
impossible to anticipate every
contingency in preparing for a
show, which includes reserving
booth space and building a
booth, as well as ordering and
dispensing giveaways.

And, control goes only so farin
the world of trade shows. Exhi-

bitors are forced to surrender

control of all materials-includ-

ing the booth-to others once
they reach the exhibit hall, be-
cause in larger cities, union rules
typically require that booth in-
stallation and material storage
be handled by local workers.

One exhibitor who has met

these challenges and lived to tell
about them is Florine Edwards,

assistant vp at Allendale Mutual
Insurance Co. in Johnstown, R.I.

Ms. Edwards was a novice ex-

hibitor two years ago (Insurer
Topics, Sept. 17, 1990). She has
since represented Allendale and

its affiliates at 10 trade shows in

the United States and Canada.

Looking back on her two years
of working the trade shows and
observing other exhibitors, she
offered a number of suggestions
for exhibit hall neophytes.

The most important aspect of
exhibiting is planning, Ms. Ed-
wards emphasized. "Planning is
crucial. It means the difference

between a good show and a me-
diocre show." -

Allendale got the jump on the
National Assn. of Professional

Insurance Agents' national con-
ference last year when it sent out

This report on Hailstorm was prepared by Munich
Re. Like all' research 'prepared by Munich Re,
it reflects the experience, pr6fessionalism and
integrity of the Munich Re organization.

Each Munich Re study is the result of painstaking
research by highly experienced professionals..
The care and attention given to their preparationi
is an example of the thoroughness Munich Re
brings to every aspect of reinsurance.

Munich Re-unsurpassed service for more than
110 years.

letters to attendees in advance of

the show.

This tactic resulted in in-

creased booth traffic, said Ms.

Edwards, who estimated that
more than 25% of people stop-
ping by mentioned they had re-
ceived Allendale's mailing. "I'm
sure the mailing was a motivat-
ing factor" in certain people
stopping by, she said.

The mailer idea came out of a

post-show staff meeting, another
one of Ms. Edwards' favored rec-
ommendations.

"After every trade show, those
Continued on nezt page
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Advice
Continued from previous page
of us who are working the booth
meet and talk about what we did

that week-what could be im-

proved upon."
At one of these meetings, they

determined that at PIA and In-

dependent Insurance Agents of
America Inc. conferences, the
signs on the booth didn't high-
light the products of Allendale's
subsidiary companies.

"Our booth signage only listed
the names of two Allendale

units"-Affiliated FM Insurance

Co. and Appalachian Insurance
Co.-"and that just was not
making the impact we needed at
the show," Ms. Edwards said.

Now, when the insurance com-
pany exhibits at PIA and IIAA
shows, signs display the two
company logos with the message
"Property Insurance Specialists"
underneath.

One of the biggest undertak-
ings for exhibitors-and where
mistakes can be very expensive-
is in ordering a custom booth.

"If you are going to build a
booth, make sure it is versatile,"
Ms. Edwards advised.

When Allendale had its booth

made two years ago, the com-
pany asked the builder-Shrews-
bury, Mass.-based Innovations
Inc.-for a booth that could be

easily modified.
Accordingly, Allendale's booth

was built so that the signs in
lighted boxes can be changed de-
pending upon the show at which
the booth will be used. For ex-

ample, the company uses Allen-
dale signs for the annual Risk
& Insurance Management So-
ciety Inc. conference, and
switches to signs highlighting its
two units for the PIA and IIAA

shows.

An adaptable booth saves
money, she pointed out.

Versatility also extends to the
physical dimensions of the
booth, she added.

At the RIMS show, Allendale's
booth can be 10 feet deep. But at
IIAA and PIA shows, the limit is
eight feet deep. The solution: Al-
lendale's booth is designed so
that when cabinets are removed,

it is only eight feet deep.
The Allendale booth is not only

versatile, it is built to last, she
said. "We told the builders we

wanted something that lasts five
years."

Ms. Edwards noted that she

had just sent the booth to New
Orleans for the IIAA show,
which was held last week. And,
afterward she is trusting the
shippers to pack and send it all
to Orlando for the PIA show to
be held in November.

"It is a great leap of faith," she
admitted, but this saves the dou-
ble expense of sending the booth
back and then shipping it out
again, she said.

TRACKINGM ACCOMNGSYSEM
by Boots Software

Finally! An easy to use Software Program to handle this
unwieldy but critical job, Specific versions & prices
tailored to the different needs of Carriers, General
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CompuSource
1(800)743-5045 Ext. 23
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Allendale's booth is built to accommodate various size needs and features easily changed signs.

Ordinarily, Allendale's booth
is sent back to its builder be-

tween shows. As part of the orig-
inal contract, Innovations makes
any needed repairs and then
stores it between shows.

Those frequent touch ups are
important, Ms. Edwards said.
"You want a booth to look fresh,
not tired or old. You don't want

to look like a sloppy, shoddy
company."

There is a tendency to think
you can take it easy after the
booth is built, she said. But
building the booth is just the be-
ginning, she warned.

With every exhibit, the chal-
lenge of shipping and setting up
the booth and other materials is

repeated.
"Don't slack off on paper-

work" needed for shipping, she
urged. Every time you ship ma-
terials for an exhibit, make sure
that the freight has arrived.

It is also important to be there
the day the booth arrives in
order to authorize any needed
repairs, she said.

Keep an eye on the booth as-
sembly in progress, she recom-
mended.

Ms. Edwards recalled that at
one exhibit she monitored the

beginning of the booth assembly,
then left to take care of other

matters. When she returned, she
saw that the booth had been as-

sembled without its custom car-

peting-a must to avoid aching
feet-that also had been shipped.

With one hour to opening time
for the exhibit, Ms. Edwards had
to make a tough decision: have
the assemblers tear down the

booth to install the carpet, or go
carpet-free. Reluctantly, she de-
cided the show must go on-
without the carpet.

Other pitfalls lurk in the exhi-
bit hall, Ms. Edwards said.

For example, when setting up,
exhibitors should always find
the location of the exhibit hall's

inaccessible storage, where items
like the crate used for shipping
the booth will be stored, and the
accessible storage, where items
that will be needed during the
course of the exhibit, like extra
brochures, must be kept.

"Ask the exhibit personnel to
show you where both types of
storage are located," she ad-
vised.

Ms. Edwards lost half of her

giveaways at an exhibit two
years ago because boxes of the
items were obscured by empty
shipping crates in the inaccessi-
ble storage area. The exhibit hall
personnel couldn't help her find
the items, because a different

group of workers began working
halfway through the week-long
show.

And giveaways themselves can
prove tricky, Ms. Edwards said.

"Don't give something that's
too heavy for people to take
home," she advised.

People don't ordinarily think
of a ceramic coffee mug as a
heavy item-that is, until they
are thinking of packing an al-
ready overloaded suitcase, she
explained.

Allendale's giveaway at the
1991 RIMS exhibit in New Or-

leans was coffee mugs filled with
candy. To Ms. Edwards' surprise,
some exhibit-goers gave the
booth attendants their business
cards and asked them to mail the

mugs. She and her staff cheer-
fully complied.

"We arrived in New Orleans

with 5,000 candy-filled mugs. We
came home with 2,000," she re-
called.

But she learned from the expe-
rience. At the next RIMS exhibit,
in Anaheim, Calif., "We went out
with 7,000 pairs of sunglasses
and came home with nothing,"
she pointed out.

"The watchwords here are:

lightweight, compact, packable,"
she said.

Not all blunders are made in

planning and setting up at trade
shows, Ms. Edwards noted.

For example, problems in
booth etiquette seem to crop up
as the show progresses, she ob-
served.

At longer shows, there is the
temptation for people staffing a
booth to break the no-smoking,
no-eating rule toward the end of
the week, she acknowledged.

"But remember, you are there
to meet and greet customers and
prospects. People won't stop if
they see you sitting down and
eating."

Exhibitors must fight end-of-
the-week fatigue as well, she
said.

"Greet people standing up," no
matter what, she advised. Other-

wise, people will think you are
too tired to talk with them."

Though exhibitors don't have
control at all times over their ex-

hibit, they should still strive to
organize and manage every as-
pect they can, Ms. Edwards said.

"Don't take anything for
granted-that's my best piece of
advice," she said. •
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Dampened mood ager Shand, Mora}tan Inc in Evan- domg bad," he Joked mittee of the Rendez-Vous, led by damage in Japan last year, a $200
ston, Ill Evanston Insurance Co, The organizers of the Rendez- Assurances Generales de France, rmillon storm that battered the west

Continued from page 51 which is managed by Shand, is run- Vous hope to ensure that the names produced some figures on the con- coast of Norway early thls year, and
"U S companies are afraid of Euro- ning off a book of hability pohcies in next year's registration book traction this year m the Insurance most recently Hurricane Andrew,
pean secunty," said Peter L Rhulen, written in the 1980s (BI, Aug 17) match up with the people who ac- and reinsurance markets, which which caused at least $8 bilhon in
vp of Frontier Insurance Group Inc "We're here on a runoff basis, tually attend by Insisting that the kept crowds down m Monte Carlo insured damage
in Monticello, N Y "A lot of people not a continuing busmess basis," registration fee-500 francs or "Recent years have been flagrant Last year alone, natural disasters
are afraid of the wrath of S&P and Mr Adler said, explaining that "you roughly $100-be paid in advance m natural disasters," said the orga- cost insurers and reinsurers nearly
Best," he said, refemng to Standard have to keep people informed" dur- Reinsurers and insurers, though, nizers This includes the $4 bilhon in $11 bilhon m claims, according to
& Poor's Inc and A M Best Co Ing a runoff may Just pay the fee in advance- damage caused in the United States the organizers

"And everybody lS afraid of Liquidators hke Burleigh Arnold, even if they did not plan to attend alone by Humcane Hugo in 1989, Including man-made disasters
Lloyd's," he commented the receiver for Transit Casualty the conference-to be hsted in the the $10 bilhon senes of storms m like the Exxon Valdez 011 spill in

Frontier purchases all of its re- Co, also attended the Rendez-Vous registration book western Europe m 1990, Typhoon 1990, "this series of events following
insurance from either U S rein- to discuss reinsurance collections Meanwhile, the organizing com- Mireille, which caused $5 bilhon in Cont:nued on next page
surers or the U S branches of over- Actuarial and accounting firms
seas reinsurers hke Coopers & Lybrand send repre- -

SEPTEMBER
Robert F O'Leary, president and sentatives to Monte Carlo to be seen,

CLOSINGS
chief operating officer of mterme- to touch base with current chents SET YOUR DATES
diary Wdcox Inc in New York, spe- and to publicize their services to
culated that the weak dollar may remsurers and law firms, said Fre- issue September 21 - Bonus Distribution NAPSLO - Ad Study

closing. September 8have kept U S Insurers and rem- denck 0 Kist, managing partner-
editorial feature Reinsurance Rendez-Vous Reportsurers home "The U S dollar is a casualty actuanal of the firm's nsk

demographic section Insurer Topics Trade Shows/Exhibits/Special EventsThird World currency over here," he management consulting practice
quipped In particular, "Europe is walang issue September 28 - Reader Service - Bonus Distribution AIMS Singapore

closing: September 15While the Rendez-Vous tradition- up to the need for non-life ac-
ally has given Insurers, reinsurers tuanes," Mr Kist said More US- editorial feature Workers Compensation - Directory Safety Consultants & Rehabilitation Services
and brokers a chance to talk about style htigation m Europe "wlll slow issue October 5 - Bonus Distnbution NACSA/NACSE

year-end renewals, many people this down the settlement process You closing. September 22
year had other agendas need an actualy to estimate how demographic section Agent/Broker Topics IIAA Conference Report

Several executives sad more ac- losses wll trend out " issue October 12- Bonus Distribution CPCU
countants and lawyers than ever More credit Insurers also are at- closing: September 30
were on hand because of the grow- tending the Rendez-Vous, especially editorial feature Benefits Communication & EBC Award Profiles
mg number of insurers m runoff government agencies, said Louis issue October 30
The Rendez-Vous 15 a golden oppor- Habib-Deloncle, president of the closing: September 29
tunity for those running off an ln- PARIS polltical nsk pool "They editorial feature. 25 Years of Business Insurance
surer to meet with many of the ce- are organizmg their contacts with
dant's relnsurers m one setting the reinsurance market " 12345

Among those using the Rendez- Mr Habib-Deloncle said he at- 6 7 8 9 10 11 12

13 14 15 16 17 18 19
New York Chicago Los Angeles Business

Vous as an opportunity to discuss tends each year to tell insurers and
20 21 22 23 24 25 26 (212) 210-0228 (312) 649-5276 (213) 651-3710

runoff issues was Richard A Adler, reinsurers "what pohtical nsk is It
Insurince®
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Business Insurance Presents Benefits: Communication

& EBC Award Profiles

The Great Communicators Publishing: October 12
Ad Closing: September 30

Great communicators are a rare breed They stand the Recognizing the importance of targeted
test of time They point the way communication is nothing new to Business Insurance For

At a time when effective, targeted employee benefits 25 years, B/has set the standards for reporting excellence
communication is more vital than ever, your advertising with timely, accurate and comprehensive coverage of the
message can leave an indelible impression on more than employee benefits and health care markets That' s why our .

148,000* employee benefits, financial and corporate rtsk audience of corporate executives, responsible for the Business
managers and a host of other industry influentials who will design and administration of benefit plans, relies on B/,
turn to B/'s October 12 Spotlight Report on Benefits. week after week, for the up-to-the-minute information they Insurance® Ji

Communication & EBC Award Profiles need to manage health care plans and communicate Coverage Guaranteed
BI editors Will examine the latest developments in benefits effectively

employee benefits communication how technology is Be one of the great communicators. Position your
revolutionizing communication and the use of futuristic, message in the one newsmagazine that communicates to New York 220 East 42nd St, New York, NY 10017-5806

interactlve communication systems What's more, this your customers most effectively - Business insurance telephone 212/210-0228 • fax· 212/210-0704

spotlight report will profile the winners of BI's annual Call now to reserve your ad space Chicago 740 Rush St, Chicago, IL 60611-2590

Employee Benefits Communication Awards, hononng telephone 312/649-5276 • far 312/280-3189

A, companies providing the most effective employee benefits Los Angeles 6500 Wilsbre Blvd, Los Angeles, CA 90048-4947
communication programs telephone 213/651-3710 • fax 213/655-8157*Includes pass along readership
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Dampened mood Major shutdowns and liquidations
have occurred in the past few years,

Continued from previous page particularly in Scandinavia and
closely upon another has led to de- London. Also, Uoyd's of London's
teriorating results of reinsurers in capacity may be cut to between 8.5
1989 and 1990, reaching hitherto billion pounds and 9 billion pounds
unequalled levels of losses in 1991," ($15.84 billion and $16.77 billion)
said the organizers. next year from 10.2 billion pounds

In Europe, low property rates- ($19.06 billion) this year.
particularly in France. Germany, Two companies stopped writing
Spain and Italy-have aggravated in the London market the week be-

the problem, they said. fore the Rendez-Vous: Orion Insur-

As a result, there has been a major ance Co. P.L.C. and St. Helen's

restructuring of the insurance and Trust Ltd., owned by Prudential
reinsurance markets in recent years Corp. PLC. (BI, Sept. 7).
to increase profitability, increase Those closures are causing mas-
share capital and "accentuate pro- - sive capacity reductions in the Lon-
fessionalism," the organizers say. don and European markets, particu-

This includes the leveraged larly for retrocessional covers but
buyout of American Re-Insurance also for mainstream reinsurance.

Ca; the impending sale or spinc,ff of Those who did attend this year's
the property/casualty units of Tran- Rendez-Vous came to do business

samerica Corp.; and the current rather than to clock a holiday on
public stock offering by Skandia company time and money.
America Reinsurance Corp., a unit "Every year we get together after
of Skandia Holding A.B Monte Carlo and question the value

A WISE MAN WAS ASKED,
WHAT SHALL I DO TO RECEIVE

THE MOST FOR MY MONEY?"

THE REPLY GIVEN WAS

tA THING THAT IS BOUGHT OR SOLD

HAS NO VALUE UNLESS IT CONTAINS
THAT WHAT CANNOT BE BOUGHT

1>- OR SOLD. LOOK FOR THE

PRICELESS INGREDIENT."

f AND WHAT IS THAT?

64THE PRICELESS INQBEDIENT
0 OF EVERY PRODUCT IN THE

MARKETPIXCE IS THE HONOR AND

WTEGTY OF HE WHO MAKES IT.
CONSIDER THE NAME OF THE MAKER

BEFORE YOU BUY IT."

STATE:Inm
First State Insurance Company, 150 Federal Street, Boston, MA 02110

Atlanta, Chicago, Los Angeles, New York, San Francisco

of coming, and already we know
this week's been extremely valu-
able," said Richard Shaw, chief ex-
ecutive of Lowndes Lambert Group
Holdings Ltd. The London-based
broker, which during the week uses
the Moon Maiden U yacht docked in
the Port of Monaco as its base, sent
four executives to the Rendez-Vous

this year, down from six in 1991.
"People are talking business down

here (and) things are getting done
earlier for year-end renewals," said
Mr. Shaw, who compared this year's
gathering with those in the 1970s
when agreements were actually
made in Monte Carlo."This would

have happened anyway, but Andrew
pushed this along."

Others had a markedly different
opinion.

"We didn't accomplish that
much," said Willcox's Mr. 0' Leary.
"We didn't come back with many
retros done. We didn't come back

with any cornmitments."
Most insurers, reinsurers and bro-

kers say they don't expect to make
deals in Monte Carlo, but rather to

gather information to use later in se-
rious renewal negotiations.

"We're a big organization and we
visit our clients in their offices, so
we're not doing business here," said
Balth Heyer, executive vp for Swiss
Reinsurance Co. in Zurich. "But the
clients want to talk to us--and there

is also the social side."
The Baden-Baden reinsurance

meeting in late October "is differ-
ent," Mr. Heyer added. While chair-
men and CEOs come to Monte Carlo

to chat, "workers" attend Baden-
Baden to discuss specific terms and
conditions for reinsurance renewals

in Europe, he said.
"We would be happy if Monte

Carlo did not exist," he said. •

Hopewell avoids
Andrew's worst

MONTE CARLO, Monaco-Hur-
ricane Andrew won't have a devas-

tating effect on Hopewell Intema-
tional Insurance Co.

The Bermuda-based property re-
insurance pool

.... will suffer, at
36th most, $1.5 mil-

lion in losses be-
Rendez-Vous

cause of Andrew,

de Septembre said Graham D.
.... Brice, president

of International

Risk Management (Bermuda) Ltd.,
which manages Hopewell. The dam-
age was suffered by a fast-food res-
taurant owned by an IRM[ client.

Hopewell provides IRM-managed
captives with property reinsurance
through a complex system of rein-
surance treaties and facultative

placements.
"Hurricanes never have had a big

effect on Hopewell," Mr. Brice ex-
plained.

"We're in a different ball game.
We've had our best year ever. We've
had two years of solid profit."

However, things have not always
been so rosy for Hopewell. In fact,
the pool is still involved in the set-
tlement of a claim stemming from a
1987 fire at a Hoechst Celanese

Corp. plant in Pampa, Texas (BI,
April 18, 1988). The loss had been
estimated at about $359 million by
independent loss adjusters and at
$599 million by Hoechst Celanese
(BI, March 30).

Negotiations are ongoing between
various parties, including Ho-
pewell's reinsurers, Mr. Brice said.
"There is possibility of litigation in a
Texas court, so they are more than
happy to keep talking. Unfortuna-
tely, they are going to run out of
things to say."

He added, though, that the case
could be sent to arbitration before it

is heard by the Texas court.
-By James M Burcke
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Town crier's agenda
lighter in Monte Carlo

MONTE CARLO, Monaco-The
Rendez-Vous de Septembre is a time
for announcements, and this year
was no exception.

However, the magnitude of the
changes unveiled
was not as great

36th as in past years,

Rendez-Vous when major
mergers, acquisi-

de Septembre tions or new
product offerings
were announced

during press conferences during the
annual reinsurance meeting.

In fact, the only press conference
held this year was the traditional
press briefing held by the Rendez-
Vous organizing committee.

Announcements made during this
year's Rendez-Vous included:
• Alexander & Alexander Ser-

vices lnC.'S appointment of Timothy
C.J. Beauchamp as director of insur-
ance End risk management consult-
ing oferations in Central and East-
em Elrope. Based in London, he
will cversee offices in Budapest,
Hungary; Prague, Czechoslovakia;
and Warsaw, Poland.

A student in Slavonic and East

European studies who has worked
in the insurance industry for the
past 10 years, Mr. Beauchamp has
spent -he past 18 months as the first
accredited Lloyd's broker in Poland.

Meanwhile, subsidiary Alexander
Reinsurance Brokers Ltd. has ap-
pointed representatives in Japan for
the first time, as well as in Hong
Kong, Singapore and Colombia, said
Chairman Ronald Iles.

• C.T. Bowring Reinsurance Ltd.
and specialist LMX broker Win-
chester Bowring Ltd. will operate as
of Oct 1 as one amalgamated com-
par.y under the new name Carpenter
Bowring Ltd. C.T. Bowring Reinsur-
ance Australia Pty. Ltd. will operate
under the new name of Carpenter
Bowring Pty. Ltd.

The "fundamental change" in the
London excess-of-loss reinsurance

market allowed Bowling to incorpo-
rate the two companies under one
banner, said Hady Wakefield, chair-
man of Bowring Reinsurance, from
his office in London.

• John Lock, the recently retired
managing director of Mercantile &
General Reinsurance Co. P.L.C., has

joined Coopers & Lybrand Deloitte
in London as a consultant "to iden-

tify opportunities for our insurance
practice," said Partner Jeremy
Dickson.

• Lowndes Lambert Group
Holdings Ltd. has formed an in-

amga

Bruno Mondini of Lloyd Italico Assicura-
zione holds the first-place trophy after
he st(ippered the Italian boat to victory in
a regatta officially sponsored by the Ren-
dez-Vous de Septembre. Jorgen Flemme,
of Nordisk Reinsurance Co. IS, left, took
the Danish team to second place in the
first-time event for J-24 boats, anti Max
Levavasseur 01 Abeille Reassurances led
the third-place French boat. Following, in
order, were crews trom the Netherlands,
Monaco, Great Britain, Austria, the United
States and Switzerland, which prom-
pted one sailor to comment "Switzerland
Uirst in reinsurance, last in sailing."

dependent brokerage in eastern
Germany with a non-German ex-
ecutive and local employees to serve
clients already in the area, said
Chairman Richard Shaw.

Lowndes Lambert, continues to
support its joint venture with Croa-
tia Insurance Co. in Zagreb and in-
vited Rendez-Vous participants to
meet General Director Dalibor Ko-

vacevic during the week.
In spite of the war in the for-

mer Yugoslavian states, "life goes on
and he sees great opportunities,"
said Mr. Shaw. Property and liabil-
ity insurance will be a growing
market as will financial institution

and shipyard coverage, he said.
-By Stacy Shapiro
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LBO won't hurt American Re: Exec
MONTE CARLO, Monaco-It will be business as

usual for American Re-Insurance Co. after the le-

veraged buyout of the reinsurer from Aetna Life &
Casualty Co. is completed within the next two
months, according to a top executive at American Re.

The leveraged buyout will not
drive ceding company clients

36th away from American Re, stated
Mahmoud M. Abdallah, senior vpRendez-Vous
of the Princeton, N.J.-based com-

de Septembre pany
Several other executives attend-

ing the 36th Rendez-Vous de Sep-
tembre, though, said that brokers would be advising
cedants to be wary of the direct-writing reinsurer's
security after completion of the buyout, the largest in
insurance industry history.

"I don't think that will happen," Mr. Abdallah said.
"When you look at the earnings of American Re over
the last 10 years, you don't have to be a financial
genius to figure out that we won't have trouble keep-

ing up with our debt payments."
While conceding that American Re faces a psycho-

logical burden, Mr Abdallah said that when Ameri-
can Re officials explain the LBO to clients, "they are
satisfied."

And, he said, A.M. Best Co. has amrrned American
Re's A rating.

However, Standard & Poor's Corp. last month
lowered Am€Iican Re's claims paying ability rating to
A from AA +, the rating carried by other Aetna units.
The downgracing reflected the debt that American Re
will assume in --he deal with Kohlberg, Kravis Ro-
berts & Co.

"Who owns American Re is not imortant. What is
important is Diir potential, ' Mr. Abdallah said.

"We succeeded very weil under Aetna, but the en-
vironment we created at American Re was to allow

management to run the company in a successful
way." That wont be changed by the LBO, Mr. Ab-
dallah added

-By k mes M. Burcke

Your Agent's E&0 polky
should be more valuable than

the paper irs wrinen on.
It has to be backed by the kind of experience only
professionals provide. Take Larry Worrall,one of our
founding partners. In 1963, he researched principal-
agency law and developed what is often used now as
a primary defense in an Agent's E&0 claim -
reformation of contract.

At E&0 Professionals, we're perpetuating Larry
Worrall's pioneer spirit with A/Pro, the proactive
market for Agent's E&0. True originals, were
nobody's copycat. Our staff of seasoned underwriters
and in-house claim attorneys anticipate your needs
and respond with innovative ideas. That depth of
experience and responsive service can be deciding
factors when you have an IE&0 claim.

And now that we've teamed up with several admit-
ted and progressive A+XV rated affiliated compa-
nies, we've added more flexibility than ever

When comparing E&0 coverage, ask yourself these
three questions:

• What experience does the claims staff have in
directly managing Agent's EAO claims?

• What hands-on experience does the underwriting
staff possess in assessing Agent's E&0 exposures?

, Does the administrator provide a practical loss
prevention assistance program?

Then call us, the real professionals. You'll find that
the individual expertise and experience behind
A/Pro is more valuable than any A+ + piece of
paper

1-800-243-6836 ext. 300

ALZO
Errors & Omissions Coverage
for Insurance Professionals

Administered by E&0 Professionals, Kansas City, Missouri.
©1992 E&0 Professionals, a division of Aon Direct Group, 1nc.

Inny Worrall, co-founder of E60 Prote:sic,nals, pioneered
Agent's EGO defense stmtegies in the €a,iv 1960's
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Andrew buffets Berkshire
By JAMES M. BURCKE

MONTE CARLO, Monaco-Berk-
shire Hathaway Inc. may be the big
loser when losses from Hurricane

Andrew are fi-

nally tallied, but
36th the losses won't

Rendez-Vous
drive the com-

pany's reinsur-
de Septembre ance division out

of the catastro-

phe coverage
marketplace.

"Big" is how Ajit Jain, president
of the company's professional liabil-
ity and specialty risks division in
Stamford, Conn., describes An-
drew's hit on Berkshire Hathaway.
"We'11 have to write a lot of checks

for Andrew. The number will be

big."

On just one retrocessional con-
tract, for example, the company
could lose $40 million. Berkshire

Hathaway writes all of its cat cover-
age on a net-line basis.

Despite the loss, Berkshire Hath-
away remains "committed to offer-
ing" catastrophe coverage, Mr. Jain
said. "Before Andrew, we sold '93
covers."

And it will "absolutely be a mar-
ket for third-event covers," he said.
Third-event coverage is written for
ceding companies that have ex-
hausted their original catastrophe
coverage and the one reinstatement
that reinsurers normally offer.

Most of the Berkshire Hathaway
covers affected by Andrew were
written on a retrocessional basis.

Three types of covers written by
Berkshire Hathaway will be ex-

posed to Andrew losses, noted Mr.
Jain:

• Funded cat covers.

• "Market loss" covers.

These are catastrophe contracts
that are triggered only when losses
exceed the ceding company's reten-
tion and the overall insured loss

caused by the catastrophe exceeds a
pre-determined amount. The con-
tracts written by Berkshire were
triggered by a market loss of less
than $5 billion, Mr. Jain said.

"That book is hit very badly,"
he confirmed.

• Traditional catastrophe covers.
"That's the wild card. How bad?

Who knows?" Mr. Jain said.
He does know that Berkshire did

not sustain a loss from Andrew on
second-event covers or marine con-

tracts. Second-event coverage is

A

written for a company that has de-
pleted its original catastrophe
limits.

A large part of Berkshire Hath-
away's contracts have no reinstate-
ments. The company will, though,
sell 16-month covers to a company
that has blown through its original
catastrophe coverage, he said.

"If we sell a number of covers

without reinstatements, then we can
sell second- and third-event cover-

age," he reasoned.

While Berkshire took its biggest
hit on the market loss covers, it will
continue to write the coverage, Mr.
Jain said. But it could take three

steps when writing new contracts:
• Raise the so-called trigger

point.
• Demand a one-loss deductible.

• Limit the coverage to certain
geographical areas.

Berkshire is now offering $250
million in aggregate catastrophe ca-
pacity, with more than $100 million

At ITT Hartford, we think a claim report should be more than words on a page
or letters on a screen. To turn data into useful information, we're equipped to analyze
and interpret medical daim activity for all our clients.

We're aware that review programs can contain costs only so far. That's why our
people are also trained to spot unusually high incidences of a particular claim, provider
billing mistakes, even geographic areas where daims display a peculiar pattern.

After an analysis, our recommendations may range from employee education, to
additional managed care programs, to a change in plan design.No matter what the challenge, we can customize a plan to solve any Y
employer's problems. Because each claim report is a tool for cost containment.

For a better read on everything we have to offer, talk to us.
#'A

ITT HARTFORD© 1991 ITT Hartford insurance Group, Hartford, CT 06115

ForThe Best In Life-And Health.

in coverage available to the "right"
ceding companies, Mr. Jain said. "I
would rather put out a small num-
ber of big chunks."

The company will write fewer re-
trocessional contracts, since tradi-
tional catastrophe rates will rise and
that will give Berkshire more even
exposure throughout the world.

While Berkshire Hathaway "does
not like" to lose money on its busi-
ness, "we have no regrets," Mr. Jain
said. "We look back and feel we may
have gotten the pricing wrong"

But how high can catastrophe
coverage rates go?

"If you are expecting one big di-
saster a year, a 70% rate on line is a
good deal. You have to relate price
to the loss cost. You can't look at

price in isolation," Mr. Jain said,
adding that he does not expect to
see competition in the cat cover
market.

While optimistic about the future,
Mr. Jain conceded that the Rendez-

Vous was "a bad week. The loss

number keeps multiplying, and ev-
eryone says, 'Cheer up.' It's hard to
cheer up when losses are big."

Reinsurers

urged to
overhaul

By JAMES M. BURCKE

MONTE CARLO, Monaci-Euro-
pean reinsurers must radically rede-
sign how they do business if they are

to remain com-

petitive in a rap-

36th idly changing

Rendez-Vous marketplace, a
management

de Septembre consultant ad-
**** vises.

"Regardless of
short-term cyclical changes, a per-
manent transformation of the rein-

surance market is under way, with
consequences that will be far-reach-
ing for all market participants," said
Paul Coombes, a director of MeKin-
sey & Co. Inc. in London.

"Traditional tried and tested ways
of competing yield progressively
poorer results, and new opportuni-
ties arise for those who have vi-

sion."

And, as the reinsurance market
evolves, "the performance gap be-
tween the winners and losers will

dramatically widen in the years
ahead," he predicted.

Mr. Coombes delivered the key-
note presentation during a panel
discssion on "Reinsurance at the
Crossroads" at the 36th Rendez-

Vous de Septembre. Three reinsur-
ance company officials then re-
sponded to Mr. Coombes' remarks
(see story, page 58).

Five interlocking factors sup-
ported the reinsurance market in
its "golden age," he noted:
• Controlled or regulated primary

insurance prices.

• Proportional reinsurance, as
opposed to excess-of-loss contracts,
that ensured mutual interest be-

tween ceding company and rein-
surer.

• A book of business that was

weighted toward actuarially pre-
dictable risks

• A market in which reinsurers

typically had much more capital
than primary insurers.
• A "traditional partnership cul-

ture" that encouraged stable rela-
tionships between primary insurers
and reinsurers.

Ceding companies and reinsurers
stood to gain in this type of market.
To reinsurers, the market was "es-
sentially self-stabilizing," Mr.
Coombes said.

And, if rates were set too low in
Continued on nert page
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the predictable layers of coverage or
if unexpected catastrophe losses hit,
"the community of interest with eli-
ents and the strength of those rela-
tionships allowed appropriate re-
pricing over time to restore
profitability."

No more. Today, he said, "Pri-
mary market pricing is everywhere
under pressure from deregulation.
increasing segmentation, excess ca-
pacity, new low-cost competitors
and more sophisticated ultimate in-
sureds, especially in the large corpo-
rate market."

Today's larger and more sophisti-
cated primary insurers have in-
creased their retentions and shifted

to excess-of-loss reinsurance from

traditional proportional reinsur-
ance, which increases the "risk
mix," he said. And ceding insurers
feel less allegiance to their rein-
surers, looking for markets that
provide the highest security.

Reinsurers could reply to the cur-
rent market challenge in several
ways, he said. First, they could hope
to wait out the cycle and seek a
"short-term rebound in profitabil-
ity." Rejecting this strategy, Mr.
Coombes said reinsurers must be

profitable throughout the cycle.
Reinsurers also could attempt to

tap "undeveloped, emerging mar-
kets"-like Eastern Europe or Asia
-in the belief that the old winning
formula no longer works in more
developed markets.

However, he said the new markets

may not support enough business to
compensate for the loss in the tradi-
tional market. Or, these markets
could soon mature, leaving rein-
surers facing the same problems
they had in the traditional market.

"The essence of the management
challenge facing reinsurers-partic-
ularly in Europe-is how to con-
tinue serving primary clients profit-
ably in the traditional core
markets," he said.

He noted that 20 of the largest
European reinsurers from 1986 to
1990 averaged only a 1% rate of re-
turn on capital adjusted to market
value after investment earnings are
subtracted. For 10 large U.S. rein-
surers, the rate of return in that
period averaged more than 15%.

Companies will best meet their
profit targets, he said, if they adapt
quickly to the four "major driving
forces" that are reshaping the rein-
surance environment:

• Changing financial strength re-
quirements. It will be more impor-
tant to be able to write larger net
lines. "With the average portfolio
mix becoming riskier and retroces-
sional capacity less available, capac-
ity and utmost financial credibility
are of considerable value," he said.

Primary insurers will try to buy
large amounts of reinsurance from a
single reinsurer rather than assem-
bling complicated reinsurance pro-
grams, he said. However, he noted
that a large capacity is simply one
qualification required to compete
for certain types of business.
• Evolving buyer needs.
Even smaller reinsurers will be

able to capitalize on opportunities in
the changing market by responding
creatively and flexibly to ceding
companies' changing needs, Mr.
Coombes said. Buyers increasingly
will demand unbundled risk man-

agement and consulting services
from reinsurers, he said. Ceding
companies are also seeking creative
"risk sharing instruments," particu-
larly in financial reinsurance, where
"boundaries of banking and insur-
ance will progressively disappear."

As well, reinsurers should main-

tain relationships with reinsurance
brokers, whose roles "may become
more important," he said.
• Increased professionalism.
"The difference between competi-

tors who are truly outstanding in

underwriting, marketng, elaims and
policy administration and those who
are simply average car- amount to
up to 10 points on contined ratio
performance," he said.
• New requirements by investors.
Many European pr_mary insurers

are becoming frustrated by the poor
profit performance of ther reinsur-
ance subsidiaries, Mr. Coo-nbes said.

Investment managers and analysts
are "clearly showing signs of dis-
comfort" with the market's long-
term earnings prospects.

Overall, the reinsurance industry
faces a "huge leadersnip challenge
for top management. ' The true:est
of leadership will be the ability to
define a vision that is simile, credi-

ble and yet stretching and then to
communicate this so il Fermeates
the entire organization "

The panel discussion was mo-
derated by Valere Crces, managing
director of AG Group in Brussels,
Belgium. •
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MARKET
STIMULUS: Real estate agents and
b-okers -,ave a growing need for
E&0 coverage.

HOME
RESPONSE: "Home has respond-
ed tothal growing need. We can
help yol- provide real estate clients
Myh upto $5 million in coverage for
errors and omissions in connection
wilh the sale of a house.

heAB
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»In addition to principals, Home
policies provide coverage for
part-time and full-time brokers

and independent
contractors."

JIM NIHAN. Vice President
(212) 530-7350

C.,
HOME INSURANCE -
SPECIALTY UNES DIVISION
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Even for the most expenenced broker,
miscellaneous E&0 is far from elementary.
The long list of possible exposures runs from
A to Z, making it impractical to be an expert
on all of them. That's why so many top agents
and brokers have depended for years on the
E&0 experts at Media/Professional.

Now we're making yourjob easier.
M/Prs staff of underwriters and claim

attorneys have created a "Simple English
E&0 Policy" adaptable to just about any
miscellaneous exposure. This new, easy to 
understand form enhances our already strong
traditional E&0 policy Plus, we've added
some user-friendly features.

It's always been our goal to make E&0
as simple as A-B-C. But helping you assess
unique liabilities is only the beginning.
Well work with you to design responsive
coverage and lend our expertise to defense of
claims. And through A+ rated Gulf Insurance
Group, we offer this state-of-the-art package
at realistic premiums.

So get your clients the miscellaneous
errors and omissions policy that speaks the
same language they do. "Simple English" from
M/PI. The ABC of E&(1

[U] Media/Professional Insurance
A Division of Aon Direct Group, Inc.

Two Pershing Square, Suite 800 · 2300 Main Street
Kansas City, Missouti 64108-2404
816-471-6118 ext. 100

America's E&0 Authority™
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Can reinsurers become more professional?
By JAMES M. BURCKE

MONTE CARLO, Monaco-Rein-

surers can become more profes-
sional, but only if they can persuade

ceding com-

panies that pro-

36th fessionalism has

Reiidez-V„ur its price and that
"the only good

de Septenil,re reinsurer is a
.... profitable one," a

German reinsur-

ance executive says.
Reinsurers can increase their level

of professionalism in four key areas:
underwriting, marketing, continuity
and service, says Juergen Zech,
chaiI·man of Cologne Reinsurance
CO.

At the same time, reinsurers must
release common financial informa-

Yes, say top executives, but much depends on cedants
tion to both regulators and ceding
companies and adopt standard ac-
counting and actuarial procedures,
says Jacques Blondeau, president-
operations of SCOR S.A. in Paris.

"We have to develop the analyti-
cal tools to measure. .financial

strength so that our conclusions are
trustworthy, comparable across na-
tional frontiers and provide our in-
surance company clients with the
basis for reasoned decisions," Mr.
Blondeau said.

Meanwhile, the basic techniques
that reinsurers have utilized in the

past are still valid, but in order to
succeed, reinsurers must receive the

proper price for their products,
contends Robert Martignier, a dir-
ector at Swiss Reinsurance Co.

in Zurich.

The three executives participated
in a panel discussion, "Reinsurance
at the Crossroads," at the 36th Ren-

dez-Vous de Septembre. Each of the
executives responded to a call by
Paul Coombes, a director at man-
agement consultant MeKinsey & Co.
Inc. in London, for European rein-
surers to adopt a "new winning for-
mula" to meet changing market
conditions and investor demands

(see story, page 56)
In his remarks, Mr. Zech of Co-

logne Re agreed with Mr. Coombes
that reinsurers must become more

"professional" to prosper in a
changing marketplace.

Mr. Zech was quick to point out
that the term "professional rein-

surer" went beyond the traditional
definition of one whose primary or
sole business was reinsurance. In-

stead, he defined a "professional" as
someone who "carries out his calling
with a high degree of specialization,
integrity and dedication."

There is a need for increased pro-
fessionalism in the four core func-

tions of reinsurance, Mr. Zech said.
They are:
• Underwriting. Experience-

while crucial to recognizing and
evaluating risk-is not the sole in-
gredient of professional under-
writing, Mr. Zech said. Systems
support is also crucial because it can
allow the underwriter to determine

the correct price for coverage
And contract wording can be as

..4

.D

important as pricing, he said. A pro-
fessional underwriter needs pre-
cisely worded treaty clauses at his
disposal or legal experts available to
advise him, Mr. Zech said.

"Experts must be suitably trained,
data banks established and analysis
systems set up," he said.

Even companies writing mini-
mum shares of business should be

able to provide such services, Mr.
Zech maintained. "In other words,

professional underwriting today
means above all the willingness and
capability to offer and expand risk-
oriented expertise," he said.
• Marketing. The most important

element of professional reinsurance
marketing, according to Mr. Zech, is
"the need to be available on the spot
to advise and assist the customer,
whenever and wherever he needs

it."

The maxim for reinsurance mar-

keting staffs, he said, is: "Be global,
think local." Reinsurers must be

able to communicate with a client

daily, whether in person or by phone
or fax. They must speak the cus-
tomer's language, understand the
economic and legal environment in
the markets in which ceding corn-
panies operate and, above all, have a
sound knowledge of the strengths
and weaknesses of the ceding com-
pany itself, Mr. Zech said.

'The only way we reinsurers can
achieve this is to develop incr·eas-
ingly our capability to analyze
thoroughly and assess the risks that
threaten the customer," he stated. In
addition to insurance risks, these

risks include the danger of failing to
perceive new market trends, offer-
ing the wrong products and reacting
too late to changing consumer de-
mands.

• Continuity. Reinsurers must
stand by their cedants in difficult
times, Mr. Zech pointed out, adding
that such cooperation is possible
only if business partners are chosen
with care.

Is the ceding insurer "willing to
grant the reinsurer a share in his
profits, or as the case may be, give
him the chance to make good any
losses that occur?" Mr. Zech asked.

In addition, to ensure long-term
cooperation, a reinsurer must have
''a high degree of financial
strength," he said. "The failings cur-
rently observed in the London mar-
ket underline only too clearly just
how important this factor is."
• Service. Reinsurers must offer

two types of services: traditional
services, like responding promptly
to cedants' inquiries, quoting fair
prices and providing risk assessment
advice; and "services that go beyond
the risk-bearing function" of the
reinsurer, namely counseling and
training services.

Among the "counseling" senices
are suggesting the proper retention,
advising on the development of new
insurance products and assisting the
development of expert systems, he
said. Training assistance could in-
clude specialized technical se-
mmars.

According to Mr. Zech, relatively
few reinsurers-perhaps only 1 () m
15 worldwide-have the resources

to be purely professional in all foul
key areas. "This may seem surpris-
ing initially, but in fact there is quite
a straightforward explanation: 'Pro-
fessionalism' sounds all very fine
but it is also very expensive."

To increase profits at a time of
"enormous competition," Mr. Zecl
suggested that reinsurers "unbun-
die" services that are not directll
treaty-related.

"It is becoming increasingly com-
mon practice for direct insurers tc
charge their industrial customers foi

Continued on neirt pagi
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risk analyses and risk management
counseling," he noted. "Is it not rea-
sonable for reinsurers to ask as
much of direct insurers?"

In his remarks, SCOR's Mr. Blon-
deau called for increased account-

ability on the part of reinsurers.
"Our clients have every right to

ask themselves whether it makes ec-

onomic sense to buy protection at
current rates from reinsurance com-

panies whose financial solidity can
be called into question," he said.

"Regulators and clients have
every right to expect a minimum
of financial transparency from the
reinsurance industry. They can no
longer base their decision on only
partial, or untrustworthy, financial
information and analysis that is
largely impressionistic," the SCOR
executive pointed out.

Traditionally reinsurer solvency
has been measured by premium-to-
surplus ratios. But this is a "a very
bad analytical tool" since it does not
take into account loss reserves and

liability levels, Mr. Blondeau said.
A second tool-comparing net

premiums to the combination of
surplus and loss reserves-is "more
meaningful," he said. But it still fails
to take into account whether a rein-

surer writes long- or short-term
business.

A third approach requires the
working assumption that technical
reserves are adequate, which can be
verified by actuarial audits. To
measure solvency this way, add cap-
ital and Surplus, unrealized capital
gains or losses by comparing market
and book values, incurred-but-not-
reported loss reserves and other
provisions.

"The sum of these items reflects

the real financial strength of the
company and is then compared to
its net underwriting premiums," Mr.
Blondeau said. "It seems to me this

approach gives the most meaningful
results, provided, of course, that the
information is available."

Mr. Blondeau cautioned that a

reinsurer's capital must be eva-
luated in conjunction with its loss
reserves.

"The ways in which reinsurance
products are evolving and the in-
creasingly demanding requirements
of our clients will inevitably lead to
the elimination from the market of

those reinsurers which lack the re-

quired financial strength. And this
financial strength can no longer
simply be measured on the basis
of a company's capital," he said.

The third panelist, Mr. Martig-
nier of Swiss Re, bemoaned the

competitive state of the current in-
surance and reinsurance markets.

"There is an inequilibrium be-
tween premium and risk," Mr. Mar-
tignier pointed out. "There are fluc-
tuations in the number of claims,
but that has had no effect on rates."

Part of the problem, he said, is
that there is no longer a "paral-
lelism" between the risk written and

the premiums charged by insurers
and reinsurers.

In other words, "the good risks no
longer pay for the bad," he said.

Pollution lies at the root of some

reinsurer problems. Underwriters
face enormous difficulties in as-

sessing environmental risks, and
new legal requirements are provok-
ing "upheavals," he explained. At
the same time, catastrophes are in-
creasing. "Actions of man are calls-
ing upheavals in the balance of na-
ture," Mr. Martignier said.

Still, the Swiss Re executive said
he remains optimistic. "We can face
the challenges of the future," Mr.
Martignier said. Basic techniques
used by reinsurers "are still valid,"
but they must be refined to meet
changing risks.

The panel was moderated by Va-
lerie Croes, managing director of
AG Group in Brussels, Belgium. I
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Rising winds do not sink all ships
Despite widespread Andrew woes, some specialty underwriters thriving in 1992

By JAMES M. BURCKE

MONTE CARLO, Monaco-While
rnany insurers and reinsurers are

.... hanging their
heads under the

36th weight of Hurri-
Rendez-Vous cane Andrew

claims, some that
de Septembre write specialty

.... lines of business
are reporting

1992 will be a good year.
For example, Capital Re Corp.-

which specializes in reinsuring fi-
nancial guarantees, especially mu-
nicipal bond insurance-is boasting
"very successful operations" for
1992, Michael E. Satz, chairman and
chief executive officer, said at the
36th Rendez-Vous de Septembre.

Earlier this year, New York-based
Capital Re completed an initial
public offering of 6.3 million shares,

or 43% of its stock, which produced
net proceeds for Capital Re of $61.3
million (BI, April 13). Of that
amount, $52 million was contri-
buted to capital while $4.7 million
was used to increase its stake in

Credit Reinsurance Corp., a Ber-
muda-based affiliate, to 48.5% from
28.2%.

Including the proceeds of the
stock offering, Capital Re's surplus
rose to $266.1 million as of June 30,

up 40% from $190.1 million as of
Dec. 31.

Capital Re is likely to go forward
with a $60 million to $80 millicn
public debt offering before the end
of the year, Mr. Satz said. The pro-
ceeds fr·om this offering also will be
added to capital.

The offering will increase the
company's leverage from 0% to 15%
to 20%, still a "very conservative"
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CUMULATIVE
TRAUMA
AVOIDANCE
Cost-Effective Solutions

for Costly Problems

It is estimated that half of all workers comp claims involve
problems related to Cumulative Trauma (CT). Couple this

with OSHA's increasing interest in this area and you can

see how CTs impact your operation.

Crawford provides you with site-specific strategies that
cost-effectively address your CT exposures. Dramatic
results can be achieved.

Get the facts by calling Floyd Parsons at

5 (800) 723=3890

Crawler d
RISK CONTROL SERVICES
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Specialists
Continued from previous page
level, said Mr. Satz.

Capital Re requires ever-increas-
ing amounts of capital because, as a
financial guarantee underwriter, it
must match capital with the issues it
reinsures "for regulatory and rating
agency purposes," he explained.
Only when an insured bond matures
or is called can the capital be reallo-
cated to support other insured
issues.

Mr. Satz reports that demand for
Capital Re's coverage is strong this
year because of "record demand" for
municipal bond insurance.

More municipalities are issuing
bonds because of increased infras-

tructure repairs and municipal ser-
vices. In addition, many municipal-
ities are calling old bonds in order to
reissue them at today's low interest
rates, he said.

In turn, bond buyers are seek-
ing insured bonds to generate
"high-quality, fixed income that is
AAA-rated," he explained.

Capital Re has AAA claims-pay-
ing ratings from Standard & Poor's
Corp. and Duff & Phelps Inc. and an
Aaa rating, the highest, from
Moody's Investors Service Inc.

Gross written premiums increased
15.7% to $40.4 million in the finst six
months of 1992. Net income in the

first half increased 42.3% to $20
million in 1992, from $14 million in
1991.

While Mr. Satz acknowledged a
widespread impression that munici-
pal finance risks may not be the sa-
fest to insure, citing the much-bally-
hooed near-bankruptcy of the city
of Philadelphia, he noted that de-
faults among municipalities have
been minimal.

However, he did point out that
there is a "certain deterioration of

credit quality in the United States,"
mainly in corporate issues, which
make up a "small portion" of Capi-
tal Re's book of business.

For example, Capital Re and
Credit Re did have some exposure
to Eurobonds that were secured by a
New York building owned by the
now-bankrupt Olympia & York De-
velopment Ltd. (BI, May 25). Capital
Re announced in May that the claim
would lower its 1992 after tax prof-
its by $1.5 million.

Mr. Satz said that Capital Re
would like to increase its European
business.

"We very much remain committed
to global opportunities, but we are
disappointed with the timing" he
said. European business "is devel-
oping slowly and is developing in-
consistently in terms of price," he
explained, adding that the margins
on this business are "sometimes thin

from our perspective."
Still, Capital Re has participated

in the reinsurance of European
mortgages, mortgage pools and
credit receivables, he said.

Another company not bemoaning
the state of the market is Frontier

Insurance Group Inc., which pri-
marily writes specialty liability pro-
grams.

"People who can accept a spe-
cialty book through a general agent
or a managing general agent are
doing well," explained Peter L.
Rhulen, vp of the Monticello N.Y.-
based company.

The key, Mr. Rhulen said, is to
know how to write specialty busi-
ness.

"Unless you are prepared to do
business with an MGA, you aren't
going to be very successful in spe-
cialty business," he said. "The ex-

pertise doesn't reside in the com-
pany market."

While many insurers are wary of
writing business through MGAs, re-
calling that some of the insurance
insolvencies of the mid-1980s were

traced to fraudulent activities by

some MGAs, Mr. Rhulen generally
does not share those concerns. "If

you think all MGAs are bad, you're
wrong. There are more good ones
than you think.

"A real crook is bound to beat

you, but hopefully we have sorted
out those kind of people," Mr. Rhu-
len said.

The formula appears to be work-
ing. Frontier reported a statutory
combined ratio of 96% in 1991,
down from 97.7% in 1990. Net writ-

ten premiums rose 18.2% to $82.6
million from $69.9 million, while net
income jumped 39.1% to $15 million
from $10.8 million.

Mr. Rhulen sees opportunity in
specialty liability insurance pro-
grams as long as the MGA that
underwrites the business has the ex-

pertise necessary to properly write
the account. Often that expertise
cannot be found in-house.

For example, Frontier is looking
into specialty drug liability insur-
ance programs, under which it
would write product liability insur-
ance for specific types of generic
drugs made by small manufactur-
ers.

To properly write such coverage,
the MGA must contract with a bio-

chemical engineer to attest to the ef-
ficacy of the drug, Mr. Rhulen
pointed out. "You must have some-
one with the necessary expertise to
do it right."

Another area targeted by Frontier

P.A.R.I.S., which writes coverage in
more than 80 nations, because

"some companies in the pool no
longer want to write political risks,"
Mr. Habib-Deloncle said. The ca-

pacity offered by the pool has
dropped to $10 million per risk from
$12 million," he noted.

However, while some companies
no longer want to write political
risks through P.A.R.I.S., the pool
has attracted COFACE, the F'rench
government political risk insurer,
and Ducroire, the Belgian govern-
ment counterpart, as reinsurers.

Because capacity in the private
political risk insurance market is
shrinking, Mr. Habib-Deloncle sug-
gests that exporters use their captive
insurers to pool high-level layers of
political risk. By doing so, com-
panies not only will generate needed
capacity, but they will "have a bet-
ter understanding of the risk," he
said.

In addition, captive participation
"will help further amicable settle-
ments," he said. If exporters partici-
pate in the coverage of their own
risks, "they will put in more efforts
to negotiate:"

While capacity is shrinking, the
premium volume written by
P.A.R.I.S. has held steady at $20
million in 1991 and 1990. "I am de-

finitely not chasing premiums" to
increase volume, he said.

Adding to political risk insurers'
problems is generally "more uncer-

'People who can accept a specialty book through
a general agent or a managing general agent are
doing well,' says Peter L. Rhulen. 'Unless you are
prepared to do business with an MGA, you aren't

going to be very successful in specialty business.'

is medical equipment manufactur-
ers, "70% of which are small guys,"
he said, calling this line of coverage
"big-premium business."

Frontier won't shy away from
smaller-premium business. For in-
stance, the insurer writes product li-
ability insurance for manufacturers
of archery equipment. "You don't
need a lot of premium, and you can
still do well," he said.

"We are looking at very many
programs-as varied as they can
be," Mr. Rhulen commented.

Frontier is not planning to raise
its rates this year, and it does not
expect its reinsurers to increase its
reinsurance costs, he said.

"Nothing has changed to make
us raise our rates; we know our
business," he said. And, "Our rein-
surers make money; they are really
happy with us."

Political risk are having some re-
insurance problems: The huge losses
faced by the world reinsurance
market are causing capacity to
tighten for them.

"When there are negative results,
companies start to eliminate spe-
cialty lines," said Louis Habib-De-
loncle, chairman and president of
the P.A.R.I.S. political risk insur-
ance pool in Paris, which is an affili-
ate of Unistrat Holding BV of Am-
sterdam.

"We definitely see companies that
are contracting their capacity," he
said, estimating that marketwide
political risk capacity has con-
tracted by 30% to 40% this year.
He predicted that marketwide ca-
pacity will drop to about $40 million
per risk by year end, compared with
$50 million to $60 million pre-
viously.

"It will make it harder to com-

plete a placement," he said, not-
ing that political risk capacity at
Lloyd's of London has dried up so
that only one syndicate is willing to
lead political risk insurance policies.

The contraction is affecting

tainty in the world," he said. To
combat this uncertainty, P.A.R.I.S.
is beginning to write some coverage
for only one-year periods, compared
with the standard three years, "be-
cause changing conditions are hard
to foresee," he said.

The only part of the world where
political risk appears to be mo-
derating is South America, he said.
"Even Brazil could improve" despite
the political crisis that now exists
there, he said.

Exacerbating political risk insur-
ers' headaches is the broadening use
of trade embargoes by the United
Nations. Embargoes, Mr. Habib-De-
loncle contends, can unfairly halt
international trade for political
ends. "They never work."

P.A.R.I.S. policies cover losses
caused by U.N. trade embargoes like
those now in place against Iraq and
Serbia. However, "we will extend
the waiting period"-the time that
must elapse before a claim can be
made-on a exible basis "so that

the private company can find an eq-
uitable settlement," he said.

Exporters still want to deal with
nations like Iraq, he emphasized. "Is
it our role to carry that kind of
risk?" he asked, referring to U.N.
embargoes. "It is time for the private
entrepreneur to go back to the U.N.
and say, 'Let's try something work-
able , "

Mr. Habib-Deloncle also noted

that submissions received by Unis-
trat Holding's U.S. affiliate, New
York-based Unistrat Corp. of
America, are increasing (BI, Feb. 3).

"Things are developing well con-
sidering that we only started under-
writing in April," he explained.

Unistrat of America underwrites

political risk coverage in the United
States on behalf of The Unity Fire &
General Insurance Co. of New York,
a subsidiary of SCOR S.A. SCOR is
a major shareholder in Unistrat
Holding and is a reinsurer of
P.A.R.I.S. •



Steady course seen for airline renewals
MONTE CARLO, Monaco-Air-

line hull and liability insurance pre-
miums are expected to hold steady

at fourth-quarter
.... renewals.

36th Quotes being

Rendez-Vous
finished last

week for United

de Septembre Air Lines Inc,
and some over-

seas airlines in-

dicate that prices will remain level
or at most rise slightly, but not
nearly at the 100% to 200% rate of

Insurers question
reality of EC unity

MONTE CARLO, Monaco-While
the 12 member states of the Eu-

ropean Community are supposed to
become one unified trading body in
all areas of business-including in-

surance-by
year-end, reality

36th will fall short of

that goal, insur-Rendez-Vous
ance industry ex-

de Septembre ecutives say.
.... One of the

main topics at
the Rendez-Vous de Septembre was
looking ahead to the French referen-
dum on the Maastricht Treaty,
which is designed to bring more
monetary, trade and political unity
among the E.C. nations.

The Sept. 20 vote could determine
the future of the European Commu-
nity. If the French approve the
treaty, Europe is expected to con-
tinue down the road toward unifica-

tion. A rejection could leave the fu-
ture of the community in doubt.

The drive to unify European
economies has triggered many
mergers and acquisitions in the in-
surance industry, as insurers and
brokers try to position themselves to
trade in a unified market.

In addition, E.C. directives have
been introduced that allow com-

mercial insurance to be placed
across borders; standardize insur-
ance accounting; and impose new
environmental liability rules.

However, Ronald nes, chairman
of Alexander Howden Reinsurance

Brokers Ltd. in London, said he has
never thought that "1992" would
have any effect on reinsurance.

"Reinsurance has always been
4 cross borders. It's never been con-

trolled to the extent that direct in-

surers have," said Mr. Iles.
"I think what everyone thought

would happen was that there would
be much mom insuring of individu-
als and businesses (by underwriters)
not necessarily in the country of ori-
gin...," he said. "That's been hap-
pening in a way through mergers
and acquisitions," he said, particu-
larly by French insurers.

A French "no" vote on the Maas-

tricht Treaty "would put back the
idea of a common currency, which
business people would generally
welcome. If you don't have a Maas-
tricht treaty, then you'd have to re-
visit the whole E.C. scene, I sup-
pose," he said at the Rendez-Vous,
before last week's turmoil in the Eu-

ropean currency market.
Meanwhile, Germany is respond-

ing to E.C. directives by introducing
legislation that calls for many com-
panies to buy environmental liabil-
ity insurance for soil pollution.

But insurers and reinsurers are

wary about offering the coverage.
"We're afraid this law will be ex-

panded into other E.C. markets,"
said Balth Heyer, executive vp for
Swiss Reinsurance Co. in Zurich,
noting that reinsurers are fighting
for a German policy wording they
can accept as well as amendments to
the German legislation.

-By Stacy Shapiro

increase common last year.
Seventy percent of the world's

airlines that renew their coverage
between Oct. 1 and Dec. 31.

Aviation insurance brokers and

underwriters attended the 36th

Rendez-Vous de Septembre earlier
this month to discuss aviation rein-

surance capacity for 1993.
"The impression we're getting is

that (reinsurers) are waiting for Oct.
1 renewals with the majority of the
world's airlines up in October and
November" before making decisions

+1

about 1993, said John Bassett,
chairman and managing director of
aviation for London-based broker

Nelson Hurst Group Ltd.
Hull and liability rates for air-

lines that have renewed since July 1
have risen between 20% and 60%,
"but capacity is still around," he
said. But the closure of London
aviation underwriter Orion Insur-
ance Co. Ltd. "will be a loss to the
market," he said.

Some executives believe that
Orion accounted for 5% of the

world's aviation insurance capacity.
Other players should fill the gap

left by Orion, brokers said. They in-
clude British Aviation Insurance Co.

Ltd., the Ariel syndicate at Lloyd's
of London, and Lloyd's un-
derwriters Tony Medniuk and Ri-
chard Maylam.

Aviation insurers are wondering
whether there will be enough ex-
cess-of-loss reinsurance to protect
their portfolios during year-end re-
newals, said Mr. Bassett. But the ex-
cess-of-loss reinsurance "boys"
won't know how much capacity
they can offer until year end, be-
cause the retrocessional market has
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N e know better
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to our brokers is our

responsiveness today, and
tomorrow's opportunities.

We prefer to see the glass
as half full rather than half

empty. This optimism is
demonstrated daily by the
level of service we provide
to our brokers. Each day
presents new challenges.
We realize we can't be all

things to everybody. But
we can and do offer a

listening, caring, intelligent
individual who is ready to
share with our brokers this

same optimism and service
day in and day out. Ron
Helveston of Cooney,
Rikard & Curtin, Inc.,
Birmingham, AL, says it
better than I can:

RLI

' The cynics would have
us believe that markets

are manipulated by
price alone."
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66 Service is the key; our
customers demand it. RLI

provides us with the level

of service we need to

compete in this ever-

changing marketplace.

Their experienced

underwriting staff is able

to respond quickly. They
understand the E&S

marketplace and have

tailored their products to
fit our needs. RLI will

continue to be a market

leader and we are proud to
be associated with them.

virtually disappeared, he said.
General aviation underwriters,

meanwhile, have been hit by losses
from Hurricane Andrew, with U.S.
aviation underwriters taking the
brunt of the loss, Mr. Bassett said.
One American broker told Mr. Bas-

sett that general aviation losses
could hit $500 million, though he
believes that figure may be high.

Mr. Bassett returned to the Ren-

dez-Vous this year after a six-year
absence because, he said, "the mar-
ket's at a bit of a crossroads."

"We could see some more changes
by year end," he said.

-By Stacy Shapiro

Dave Driscoll

RLI Southeast Regional Office
Atlanta, GA

We believe our staff is the

best and brightest in their
positions. This belief,
augmented by the
empowerment to make
decisions without unnecessary
referrals, allows us to

respond quickly and
c6nfidently to any issue.

At RLI, we ignore the cynics.
Instead, we listen intently to
our customers.

Yesterday is a memory;
tomorrow is a vision. We are

pledged to help fulfill that
vision with new and

innovative levels of customer

service - service that is on

time, on target and ongoing.

9025 N. Lindbergh Drive Peoria, IL 61615
800/445-5468



London market in peril
As capacity slumps, experts question market's future role

By STACY SHAPIRO

MONTE CARLO, Monacc-The
role of the London market in the
world insurance and reinsurance

arena is being
questioned fol-

36th lowing massive

Rendez-Vous reductions in the

market's capac-

Lloyd's of Lon-
don and the

London company market.
In particular, many from Europe

and North America attending the
Rendez-Vous de Septembre believe
that London will be harder hit by
Hurricane Andrew than was first

indicated, which could jeopardize

London's role in the worldwide

market (see story, page 1).
However, London market execu-

tives downplayed Hurricane An-
drew's effect on their companies
during the annual reinsurance
meeting in Monte Carlo.

Restructuring will continue in the
London market, London executives
agree. But the LMX "spiral" market
is now massively curtailed; prob-
lems are recognized; and London
will continue to be the world's lar-

gest single insurance market, they
claim.

However, "I get the impression
that London and Lloyd's is in bigger
trouble than they expected because
of Hurricane Andrew," summed up
Balth Heyer, executive vp for Swiss

Reinsurance Co. in Zurich.

There is a "lack of confidence" in

the London market as capacity
shrinks following five years of natu-
ral and man-made disasters, he
said.

In particular, "I fear for I,loyd's,"
he said. Although some syndicates
are OK, others "are in bad shape."

Following Hurricane Andrew,
"there is an ongoing concern about
Lloyd's problems and the impact of
losses on the London company mar-
ket," added Robert Robinson, gen-
eral manager (non-life) for Swiss
Reinsurance Co. (UK) Ltd. "People
are nervous that some companies
(with lower levels of capital) may be
vulnerable. People are reluctant to
suggest names," though they d6

have lists of companies they believe
may not be financially secure. 3

"You will see some more people
disappearing from the London mar-
ket, and it's a good thing," added
Brian Prevost, chairman of Swiss Re

Those who survive in London

must be in control of what they
underwnte and take an interest in

the associations that represent them,
said Mr. Prevost.

Some Rendez-Vous participants
believe that the London market

could disappear under the weight of
its problems. But Mr. Prevost doubts
that will happen. "Where is there
another marketplace like London
with thousands of brokers and un-
derwriters from all over the world?

There's nowhere anywhere else in
the world like it. And marketplaces
do attract business...just like street
markets.

In the last two years, many major
London insurance companies have
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either ceased underwriting or
merged following the unprecedented
series of disasters.

This year alone the closures in-
clude:

• The liquidation of Trinity In-
surance Co. Ltd. and Bryanston In-
surance Co. Ltd.

• The recent shutdown of Onon

Insurance Co. P.L.C. by its parent,
Dutch insurer Nationale-Nederlan-
den B.V.

• The decision by Prudential
Corp. P.L.C. and Pearl Assurance
P.L.C. to stop writing marine busi-
ness through St. Helen's Trust Ltd.
Prudential earlier this year also
stopped writing non-marine busi-
ness.

Also gone from the market in the
past few years are CIGNA Reinsur-
ance Co. (U.K.) Ltd, Chancellor In-
surance Co. Ltd. and Yasuda Fire &

Marine Insurance Co. of Europe.
Other London insurers have

merged or are looking for new par-
ent companies, including Victory
Reinsurance Co. Ltd. and Municipal
General Insurance Ltd.

Major U.K. stock insurers also
suffer from disastrous results, which
are largely produced by massive
mortgage guarantee liability losses
resulting from plummeting real es-
tate prices.

More publicity, however, is fo-
cussed on the troubles at Lloyd's.

Lloyd's expects its 1993 capac-
ity to drop to between 8.5 billion
and 9 billion pounds ($16.49 billion
and $17.46 billion) from 10.05
billion pounds ($18.79 billion) this
year.

"Traveling around the world, it's
a standard question-what's hap-
pening to Lloyd's," said Jeremy
Dickson, a partner at accountant
Coopers & Lybrand Deloitte in
London.

"Lloyd's and the London com-
pany market need two good years
(of profit) in 1992 and 1993 or they
could be in trouble," said Nicholas
Davenport, managing director of
Willis Con·oon Continental Europe
Ltd. in London and a Lloyd's mem-
ber. "People like me won't stay
around if there are five consecutive
years of loss."

Mr. Davenport was hoping to
make about a 10% return on his

capacity as a Lloyd's member this
year, noting that he has been a
member for 13 years and has not
made any money over that time. "If
1992 is not a profit, it is a worry."

The problems at Lloyd's are caus-
ing uncertainty in the market.

"We know L+loyd's will be there,
but we do not know how much ca-

pacity it will supply," said Robert F.
O'Leary, president and chief operat-
ing officer of reinsurance broker
Willcox Inc. in New York.

Others noted they aren't putting
as much reliance on London.

American Re-Insurance Co., for
example, has cut its reliance on the
London market for catastrophe cov-
erage, said Mahmoud M. Abdallah,
senior vp of the Princeton, N.J.-
based reinsurer.

While American Re five years ago
purchased 90% of its cat cover in the
London market, it has cut that share
to about 20%, he said. Another 20%
of the coverage is placed with LAS.
reinsurers, with the remainder
placed with other reinsurers around
the world that, in turn, support
American Re.

Mr. Abdallah said there were two
major reasons why American Re re-
duced London's participation in its
cat cover. First, American Re
thought it was being treated oppor-
tunistically when its rates were in-
creased even though its loss record
was good. Secondly, the company
wanted to place more of its coverage
with its network of clients through-
out the world.

Representatives of the London
Continued on neoct page



Continued from previous page
market attending the Rendez-Vous
were bullish about the market's fu-

ture, despite questions from others.
"The demise of Trinity and trou-

bles at Lloyd's have upset peo-
ple. . .but there is not an overall
concern about London market secu-

rity as a whole," said Richard Shaw,
chairman of Lowndes Lambert

Holdings Group Ltd. in London.
London responds better to cat-

astrophic losses than any other mar-
ket, said Mr. Shaw. There is also

new capital in the market, including
a 15 million pound ($28.5 million)
boost in capital at Sphere Drake In-
surance P.L.C.

With the demise of the Ll\<IX re-

trocessional market, ceding com-
panies are paying "huge rates on
line" and retaining more exposure,
so there will be "a sensible return on

capital," he said.
Meanwhile, Lloyd's introduced

many changes that will improve the
market, noted some of the Lloyd's
representatives in Monte Carlo.

"I don't see a collapse of Lloyd's
but a different Lloyd's," said Dennis
Purkiss, chief executive of under-
writing agency group Merrett Hold-
ings P.L.C. "There are problems in
Lloyd's that are so clearly cata-
logued that there is no proof that
Lloyd's is crumbling. Provided we
maintain members' confidence,

Lloyd's won't crumble."
Lloyd's will need corporate capi-

tal to boost its capacity in the fu-
ture, said Mr. Purkiss, citing an idea
the Lloyd's task force introduced
earlier this year. "It's a necessity."

Lloyd's is already allowing corpo-
rate capital access to the market by
allowing "consortium underwriting"
whereby a Lloyd's underwriter can
write for both his syndicate and
other London market underwriters,

he said. Lloyd's also is allowing
syndicates to write 25% above their
premium volume limits next year if
they have quota-share reinsurance
to back that extra volume.

Mr. Purkiss was in Monte Carlo

specifically to "talk corporate capi-
tal" to certain reinsurers to line up
quota-share reinsurance for Mel:rett
syndicates for 1993.

"There are enormous changes (at
Lloyd's) and the market will con-
tinue to evolve," added Lloyd's un-
deIwriter Nigel Burton. "The mar-
ket needs to give profits that the
members expect."

Mr. Burton has been the un-

derwriter for a small catastrophe
excess-of-loss reinsurance syndicate
1114 managed by Cassidy Davis
Underwriting Ltd., which was es-
tablished in 1989 and has kept strict
records of its aggregate exposure.

The syndicate reported an overall
loss in 1989, but cash calls on mem-

bers were not required. The syndi-
cate expects to post a smaller loss in
1990 and a small profit in 1991.

Recently, syndicate 1114 merged
with syndicate 929, managed by
Hayter Brockbank International
Ltd., and a joint venture company-
Cassidy Brockbank Ltd.-was
formed to manage the syndicate.
The syndicate still will be known as
1114, with Mr. Burton as un-
derwriter. The syndicate, which also
will write personal accident, kidnap
and ransom, and extended warranty
insurance, is seelcing capacity of 36
rnillion pounds ($68.4 million).

In the mean time, the London
market is tn'ing to cut costs by con-
solidating backroom policy and
claims processing facilities into one
building.

The Institute of London Un-

derwiriters is talking with the Lon-
don Insurance & Reinsurance Mar-

ket Assn. about merging their policy
signing and accounting offices (BI,
Aug. 31). Also, the ILU may move
into the London Underwriting Cen-
ter, into which many LIRMA com-
panies will move next September.

Though the two groups may not
merge, "we think that it would be
better -0 occupy one building than
two," said Victor Blake, chairman of
CNA Reinsurance of London Ltd.

Someday, the two may merge
forming "one market association,"
added Mr. PreKost of Swiss Re

(U.K.). "In time, trat would be a
very good thmg.

Others believe that one day the
ILU, LIRMA and Lloyd's should
merge to form one giant London
market association.

While a central clearinghouse
may be established to process ILU,
LIRMA and Lloyd s policies and
claims, the merger o.' the three mar-
kets is more of an Esoteric thought
than a likelihood, said Mr. Prevost.

Besides, there isn'- a building big
enough for all three markets, Mr.
Blake said.

.

Editor James M. Burcke cont,ibuted

to this report.
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Scandinavian market worries executives
By STACY SHAPIRO

MONTE CARLO, Monaco-
The dire problems in the Scan-
dinavian insurance market sent

a shiver

through the

36,h 36th Rendez-

Rendez-Vous Vous de Sep-
tembre, despite

de Septembre balmy weather
on the Riviera.

Mismanage-
ment by some executives and the
decline in the real estate, credit
and financial markets in Scan-

dinavia are primarily to blame
for the serious troubles at UNI

Storebrand A/S, Hafnia Holding
A/S, Skandia Holding A.B. and
other Nordic insurers, say insur-
ers, reinsurers and brokers.

The problems generally have
little to do with underwriting,
they stressed.

"The whole Nordic group is in
a muddle," summed up Jeremy
Dickson, partner for Coopers &
Lybrand Deloitte in London.
"How it will shake out, I don't
know."

The problems in Scandinavia
"are reported to be not because
of the insurance underwriting
side but the other part of the op-
eration: property (investments),
the recession and so on," ex-
plained Ronald Iles, chairman of
Alexander Howden Reinsurance

Brokers Ltd. "You can say that
the (crisis) was caused by exter-
nal factors outside the insurance

industry."
That all was not well in Scan-

dinavia became readily apparent
at the Scandinavian luncheon

that Willis Corroon Continental

Europe Ltd. hosts each year in
Monte Carlo. Normally about 50
people show up; this year only 20
to 30 people attended, said man-
aging director Nicholas Daven-
port.

The complex troubles began
late last year. Norway's UNI
Storebrand and Denmark's Haf-

nia teamed up with Sweden's
largest bank, Skandinaviska
Enskilda Banken and unnamed

Finnish and European com«

panies, to buy nearly 48% of
Skandia.

Their goal was to establish a
major Nordic insurance group,
but the move was not welcomed

by stock analysts or by Skandia
management (BI, Dec. 2,1991)

Before long the strategy col-
lapsed, the victim of a quirk in
Skandia's shareholder voting
rules (BI, Feb. 10). Coupled with
falling real estate values and
major credit risk losses, the col-
lapse created a massive upheaval
in the Nordic market, plunging
Hafnia and UNI Storebrand into

the red and placing Skandia and
other Scandinavian insurers on

thin ice (see related story, page
13; and BI, Sept. 7; Aug. 31; Aug.
24).

Then, economic and monetary
upheavals in Scandinavia--in-

terest rates in Sweden recently
rose to 75%-put further
pressure on the companies'
assets.

Also, during the week of the
Rendez-Vous, Skandia and
Trygg-Hansa SPP Holding A.B.
were hit by the collapse of credit
insurer Svenska Kreditfor-

sakringaktiebolaget, in which
both companies are sharehold-
ers. Trygg-Hansa also postponed
its 3.1 billion krona ($600 mil-
lion) share offering because of
the problems on the Scandina-
vian financial markets (BI, Sept.
14).

Looking back, "the idea of a
Pan-Scandinavian company was
probably correct given the econ-
omies of scale and competition
from big European insurance
groups. I think it's just the tim-
ing was wrong," said Mr. Iles.

"I feel sorry for what is hap-
pening," said an executive with a
major European reinsurer.
Storebrand was a strong com-
pany, although Hafnia had some
underwriting problems, he said.
"I hope Storebrand comes out of
its troubles."

All the Scandinavian com-

panies have had a "management
crisis," said the executive. "But
Skandia and Storebrand are

good companies."

"Technically the Scandinavian
insurance groups have been and
are excellent technical units,"

added Axel Biagosch, director of
Colonia Insurance A.G. in Co-

logne, Germany. "But if you
think too big, it can be a mis-
take."

How could a small company
like Hafnia have expected to
take over a large company, like
Skandia, with overpriced stock?
asks Mr. Biagosch. "The ele-
phant was too big to eat."

Even if the Scandinavian com-

panies regain their financial
footing, buyers will be wary.

"Scandinavia has been a good
market for U.S. insurers," said
Robert F. O'Leary, president and
chief operating officer of inter-
mediary Willcox Inc. in New
York.

That may change. "Even if
they are OK financially, a per-
ception is still with the U.S.
buyers," explained Mr. O'Leary.

Others said that the problems

in Scandinavia should serve as a

warning for the industry.
"Is the insurance industry pre-

pared and ready to continue its
role of protecting the policy-
holder? When you hear about
UNI Storebrand, Skandia, Haf-

nia, you have to wonder," said
Jean-Francois Gelot, managin
director of Optimum Risk Re-
search (International) Ltd.

"I hope the market can find its
way again, but it's going to tak€
some years," he said. i

Former Skandia official moves to M&G
MONTE CARLO, Monaco-John

Engestrom gave up his job as chief
operating officer for reinsurance at
Skandia International Insurance

Corp. to become managing director
of Mercantile &
General Reinsur-

36th ance Co. P.L.C.

Rendez-Vous
in London for

one main reason.

de Septembre „I moved es-
**** sentially because

I was not happy
with the situation surrounding the
ownership of Skandia" and the way
that its reinsurance operations were
going to be used "to unlock the
deal," 1VIr. Engestrom said.

The Swedish insurance group in
April offered to exchange its non-
U.S. reinsurance operations for the
Skandia shares held by UNI Store-
brand A/S in an effort to solve

problems caused by the botched
takeover attempt of parent Skandia
Holding A.B. by UNI Storebrand
and Hafnia Holding A/S.

However, the deal was ruined

after other components were re-
jected by Hafnia shareholders (BI,
May 11).

Skandia also offered to acquire
100% of Hafnia, but this offer was

rejected by institutional investors
(BI, July 13; April 20; April 13).

The failed deals, combined with
larger economic factors, triggered
the current crisis in the Scandina-

vian insurance market (see related
story).

Skandia early this month an-
nounced that it plans to concen-

Intere Intermediaries, Inc.

Reinsurance Intermediaries with offices in Atlanta, Bermuda,

Chicago, Dallas, Minneapolis, New York, Philadelphia and San Francisco.

New York Office

199 Water Street, New York, New York 10038

(212) 809-3900
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trate exclusively on its direct in-
surance business once a sale of its

Stockholm and New York reinsur-

ance operations is concluded (BI,
Sept. 7).

"Two things were wrong" when
Skandia wanted to sell its reinsur-

'1'm not gloating. I'm
very sad and would

much rather have not

been right,' says

Mr. Engestrom.

ance operations to UNI Storebrand
and buy Hafnia, Mr. Engestrom
said. "It was the wrong buyer and
the wrong price."

Skandia was going to pay too
much for Hafnia and sell Skandia's

reinsurance operations to the wrong
buyer, he said.

While Skandia was contemplating
these moves, Mr. Engestrom was
contacted by a headhunter about
the managing director's position at
M&G, which opened with the retire-
ment of John Lock.

Mr. Engestrom decided to accept
the post, and he moved to London,
where he had worked before. He

began his new job on July 1.
The problems in the Scandinavian

market may have vindicated Mr.
Engestrom's decision, but he said:
"I'm not gloating. I'm very sad and
would much rather have not been

P&1 clubs
Continued from page 3
passed along to "produce the sort of
environment that the public seems
to demand," Mr. McGowan noted.

Another source of uncertainty is
reinsurance capacity for P&I clubs.

The number of claims that fall

within P&I club retentions has in-

creased because the clubs are unable

to buy adequate reinsurance limits,
according to Mr. Svensen.

"An important factor for the fu-
ture of P&I clubs is the availability
of reinsurance," he said. "Is it likely
that the Lloyd's market will come
back to where it was a few years
ago? I don't think so, not in the fore-
seeable futuie at least."

A lack of reinsurance could cause

clubs to significantly increase reten-
tions, he said.

If that happens, some smaller
clubs may not survive, Mr. Sven-
sen suggested, because reserves
would have to be boosted in ac-

cordance with the higher retentions.
Also, club members will become

even more uncomfortable with the

notion of paying each other's catas-
trophe losses if clubs are forced to
retain more risk, he said.

As shipowners become fed up
with paying cash calls, P&I clubs
may encounter competition from
other types of marine liability un-
derwriters that do not impose these
additional payments, Mr. Svensen

right."
The development of a pan-Nordie

insurer, as envisaged by UNI Store-
brand and Hafnia when they bought
shares in Skandia late last year,
could still become a reality, Mr. En-
gestrom said.

The administrators of UNI Store-

brand and Hafnia might be willing
to sell their insurance operations at
a reasonable price, Mr. Engestrom
speculated at the 36th Rendez-Volts
de Septembre earlier this month,
before Hafnia announced it would

sell some of its subsidiaries (see

story, page 13).
But, for the most part, Mr. En-

gestrom prefers to focus on his new
duties. "I had the misconception of
what M&G was until I came," he

said. "I thought it was a distressed
company...but it isn't."

M&G, which was rumored to be
on the block for 18 months (BI,

Sept. 23, 1991), has a strong life re-
insurance operation that accounts
for two-thirds of its premium vol-
ume, and it has long-term clients
that will stick with the company, he
noted.

He hopes to install modern man-
agement techniques and technology
to improve M&G's performance.

But his aim is "to make as few

decisions as possible" and allow his
team of executives to run the show.

Instead, Mr. Engestrom explained,
he will design M&G's future strat-
egy and explain it to M&G's parent,
Prudential Corp. P.L.C., and stock
analysts.

-By Stacy Shapiro

cautioned.

However, he said, P&I clubs offer
shipowners several advantages over
other underwriters: superior claims
handling abilities and underwriting
experience. The clubs are run by the
members, he added, which means
the insurer and policyholder share
common interests.

A shipowner on the panel, how-
ever, pointed up several areas where
P&I club members are dissatisfied

with the way the clubs are run.
There are ways to promote more

competitively priced P&I premiums,
challenged Charles Kum II, vp at
Keystone Shipping Co. in Philadel-
phia and director and deputy chair-
man of the American P&I Club.

One way is to eliminate non-com-
pete agreements among the clubs
that stipulate if a shipowner leaves
one club for another, it will receive
the same rate, he said.

Clubs should also eliminate "re-

lease calls," which he said are used
by the clubs to hold shipowners
"hostage." Release calls are supple-
mentary calls on shipowners, which
are held responsible for the assess-
ments even after they have left tc
join another P&I club.

"Shipowners should have the
flexibility to change P&I clubs
based on competitive rates and re-
newal terms," Mr. Kurz said. "It is

Continued on next page



' Boosting rates a priority before Andrew: AIG
Greenberg defends memo, reiterates need for price hikes

By MICHAEL BRADFORD

HOUSTON-Boosting property/
casualty insurance rates had been
a priority at American Interna-

tional Group
Inc. long before

0,LFRN/ Hurricane An-
/@>iY€\ drew and the

-( n \- controversyJ i]Mrna mem
AIG's chairman

says.

"I've been very public for the
last three years that the property/
casualty industry has to increase
rates," said AIG Chairman
Maurice R. Greenberg.

"Rates are just historically low,"
he said during the 1992 Houston
Marine Insurance Seminar last
week.

The philosophy of raising rates
"did not begin with Hurricane An-
drew," Mr. Greenberg said.

What did begin with Hurricane
Andrew was a storm of contro-

versy when Mr. Greenberg's son,
Jeffrey W. Greenberg, executive
vp-domestic general-brokerage,
sent a memo to AIG company pres-
idents and regional vps that the ca-
tastrophe provides "an opportunity
to get price increases now" (BI,
Sept. 14).

Because of the memo, which said
the insurance industry would'be
unable to absorb Andrew-related

losses without increasing rates,
several insurance regulators said
they would closely review rate re-
guests from AIG as well as other
insurers.

Indeed, Florida has frozen ac-
tion on AIG rate requests and is
asking all insurers to submit rates
for approval under the state's use-
and-file system. Louisiana will at-
tempt to impose a similar morato-
rium on AIG rate requests next
month.

Some states also are studying
whether the memo violates anti-
trust statutes. But Maurice Green-

berg maintains that the memo
merely restates his call for higher
rates, and he says consumer advo-
cates took the document out of
context.

"To take an internal memoran-

dum and use that as a basis for

saying AIG has acted in a despic-
able way, I just think is con-
trary...to the facts," he said. "And
before you start condennning a
company, you ought to have all the

P&1 clubs
Continued from previous page
no longer acceptable for P&I
club managers to impose the fi-
nancial burden of release calls on

the shipowner if the member
elects to change clubs."

Mr. Kurz also said that "now is

the time for P&I claim reform,"

and he suggested shipowners and
club managers "take a more ag-
gressive posture to see that the
costs of P&I claims do not con-

tinue to rise."

Shipowners are struggling
with higher claims partly be-
cause legal fees are increasing,
said Mr. Kurz, who suggested
that policyholders' defense costs
must be more closely monitored.

He also said, "medical ex-

penses for doctors, clinics and
rehabilitation experts need to be
monitored carefully to be sure
that proper treatment is being
provided.

"Of even greater concern to
shipowners today is the potential
exposure to occupational illness

facts."

Mr. Greenberg pointed out that
AIG is not a personal lines insurer
in south Florida, where most of the

damage was sustained by ho-
meowners, and writes very little
personal lines coverage in Louisi-
ana.

The memo "did not refer to

property insurance rates," he
noted. "It said rates have to.be
increased. That's what I've been

saying for the last three years-
hurricane or no hurricane."

Mr. Greenberg said that the
company's "experience in Florida
the last three years" shows a com-
bined ratio of approximately 120%.
"So clearly we need rate increases
in Florida and other states as

well," he said.

The memo, written the day An-
drew hit Florida, said the storm
"will cause extensive damage in
southern Florida and, if it also

strikes a populated area after pick-
ing up speed in the Gulf, may cause
the insurance industry the biggest
storm loss ever."

It went on to say, "We have op-
portunities from this, and everyone
must probe with brokers and eli-
ents."

AIG and "all other insurers need

rate increases," Maurice Greenberg
said. "There's nothing secret about
that."

Insurers will face their own rate

hikes from reinsurers, he pointed
out. "If you think that catastrophe
reinsurance is not going up in
price, think again. (That's) if it's
available at all from responsible
companies."

On another topic, Mr. Greenberg
said the U.S. workers compensa-
tion insurance system is "out of
control" and that insurers won't

continue to write the coverage
without making a profit.

"What was an exclusive remedy
is no longer so in many states," he
said. "Benefits have been broa-

dened-for p61itical reasons in
most instances-and rates sup-
pressed. It doesn't take a mathe-
matician to figure out that that is
not going to fly."

AIG already has decided it will
not write workers comp or any
other business in states that do

not allow it a shot at making an
underwriting profit, said Mr.
Greenberg.

"There, is no constitutional rea-

son for us to put our capital at risk
with no hope of achieving a rea-

claims. Why is it that our indus-
try cannot better control the
enormous price tag for claims
due to loss of hearing, chemical
exposure or asbestosis?" he
asked.

"We have a legal system where
speculative claims for such
things as (injury caused by) ex-
posure to petroleum emission can
cause shipowners to spend thou-
sands of dollars in technological
improvements as well as costly
defense proceedings which jeop-
ardize the financial well-being of
many shipowners," he said.

Also on the panel were Ste-
phen J. Martin, a partner in Lon-
don-based Alfred Stocken & Co.,
which manages The Steamship
Mutual Underwriting Assn. (Ber-
muda) Ltd.; and R. Paul Hunter,
a director of London-based The

West of England Ship Owners
Insurance Services Ltd., which
manages The West of England
Ship Owners Mutual Insurance
Assn. (Luxembourg). I

sonable profit," he said. "AIG is a
global company. We do very well
outside the United States."

AIG is "not obliged to write any
business that is not on a level play-
ing field for the underwriter," Mr.
Greenberg said. "We will continue
to be very disciplined in that way."

All property/casualty insurers
ought to be focusing on achiev-
ing an underwriting profit ahead
of increasing market share, he em-
phasized. Many insurers believe

'Before you start i
condemning a

company, you ought
to have all the facts,'

Mr. Greenberg says.

that investment income or sale of

securities will take care of the bot-

tom line, he said. But, Mr. Green-
berg challenged, "If you don't
make a profit in your basic busi-
ness, which is underwriting, you
won't make a profit for very long."

And insurers that believe mar-

ket share is more important than
bottom-line results will pay the
price, Mr. Greenberg predicted.

Insurers that topped the list in
"size and financial strength a dec-
ade ago" have lost business and are
now ranked lower on that list be-

cause of failed management strate-
gies that concentrated too heavily
on market share alone, he pointed
out.

There are very few AAA-rated
insurance companies today, and
"the list is growing smaller by the
year," he observed.

And, as insurers continue to de-
liver poor returns, investors be-
come disillusioned with the indus-

try, he said.
"H you don't have a decent re-

turn, shareholders move on. And

indeed they should because no
business can prosper and grow"
without a decent feturn on capi-
tal, Mr. Greenberg said.

Many property/casualty insurers
are averaging about an 8% return
on capital, including sales of se-
curities, he noted.

"How can an industry as im-
portant as the property and ca-
sualty industry is serve the needs
of the nation and the people if its
returns are so meager? And why
would anyone long want to invest
in companies that continue with
such pitiful returns?"

Mr. Greenberg stressed: "The
(property/casualty) industry, gen-
erally, ought to be working toward
an underwriting profit."

In some classes of business, in-
surers may have to begin limiting
their exposure by writing policies
that will hot respond if legislative
changes broaden liability, Mr.
Greenberg said.

"We're living in a country now
where individual responsibility
and accountability for our own
acts has vanished," he explained.
"Everybody must be rewarded one
way or another if anything befalls
them, regardless of their responsi-
bility in the event."

The courts have changed and
broadened statutes that determine

liability, he said.
An insurance underwriter writ-

ing a liability policy "is held ac-
countable for achieving an under-
writing profit," but laws often
change the definition of liability
after a dontract has been nego-
tiated with intermediaries and cli-

ents, Mr. Greenberg ob-
served.

"How long can an industry sur-
vive in that kind of environment?"

he asked. "It's virtually impossible
for an underwriter today in many
classes of liability business to pre-
diet what will happen in the fu-
ture.

"I think we're reaching the point
where we must consider whether

we issue a policy in certain classes
of liability limited to the laws that
then exist. Any change that broad-
ens those definitions in the future

would not be covered," he said.
"I don't see how you can price

a policy in today's environment in
many classes of liability business
and hold anybody accountable.
What it is is simply turning to the
deepest pocket-social engineering
going on at its worst," Mr. Green-
berg observed.
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Profits slump for marine underwriters
Many economic fa

By MICHAEL BRADFORD

HOUSTON-The marine in-

surance indus-

 try is facing its

/ greatest crisis4\ as inadequate
4 6- 30 ) S- rates and soar-

C*\3@E:/f ing claims,
among other

1 factors, com-
bine to batter

profits, says a Lloyd's of London
underwriter.

"The severity of this crisis, no
one doubts, is greater than any-
thing previously experienced," said
Mark Brockbank, marine un-

ctors contributed to

derwriter with Lloyd's syndicate
861, managed by Alston Brock-
bank Agencies Ltd.

"A return to long-term profit-
ability will occur only if un-
derwriters understand the causes

of the crisis and are thereby able
to take measures to ensure that

these conditions do not recur," he
said.

The current crisis that :las many
marine underwriters searching f6r
profits was triggered by v·orldwide
financial conditions in the 1970s

and 1980s and has been exacer-

bated by more recent changes in
the shipping industry, according to
Mr. Brockbank.

'crisis': Underwriter

Irresponsible underwriting by
marine insurers also has largely
contributed to the industry's woes,
he charged at the 1992 Houston
Marine Insurance Seminar last

week.

"The 1980s were characterized

by the breakdown of financial bar-
riers and diminished regulation of
financial markets in the U.S., U.K.

and internationally," he explained.
"Combined with other economic

factors, this liberalization led to a
sustained economic boom and a

massive increase in capital."
Some of this new capital found

its way to the insurance industry,
and insurers found they could

write business at a loss that could

be made up by healthy gains in in-
vestment income, Mr. Brockbank
noted.

Marine insurance rates, along
with prices in other lines of in-
surance, dropped as insurers en-
gaged in cash-flow underwriting.

But, as capacity to underwrite
marine risks was increasing, de-
mand for the coverage was shrink-
ing, according to Mr. Brockbank.

The reason for the reduction in

demand for marine insurance

stems from the oil crisis of 1974,
he observed. "This bankrupted
many of the famous names in
shipping and created a crisis in
the maritime world from which

we are still feeling the effects."

The Professional Marketplace

As shipowners went out of busi-
ness, marine underwriters saw
premiums vanish.

With the loss of business, ma-
rine insurers in countries like

France, Italy and Norway sought
to offset their declining premium
volume by expanding internation-
ally, Mr. Brockbank noted. That
move had the effect of "bringing
those markets into direct compe-
tition with the London market

and its pre-eminent position in
this sector," he said.

Another factor behind overca-

pacity in the marine market was
an abundance of cheap reinsur-
ance, he said. That allowed direct
underwriters to offer inexpensive

Continued on next page
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NOTICE TO CREDITORS

Mow Tai Insurance &
Reinsurance Co. Ltd.

(In Liquidation)
Notice is hereby given that,
pursuant to the Order of the
Honourable Mr. Justice Bar-

nett dated September 9,1992
in the Supreme Court of Hong
Kong, creditors are required
to return to the liquidators
the signed Provision of Infor-
mation Form together with
any objections. Details of any
objections must be set out in
full in letterform and accom-

panied by full documentation
verifying the amendments.

Dermot Agnew
Joint & Several Liquidator

Mow Tai Insurance &

Reinsurance Co. Ltd.

(In Liquidation)
%

Deloitte Touche Tohmatsu

26th Floor, Wing On Centre
111 Connaught Rd. Central

Hong Kong

FIELD SERVICES
REPRESENTATIVE

The Texas Municipal League
Intergovernmental Risk Pool
provides self-insurance for
workers' compensation, property
and liability for Texas public
entities. We are seeking a person
with knowledge of insurance
principals and an understanding
of municipal governments, De-
gree in business, insurance,
marketing, municipal govern-
ment, or a closely related field
and three years experience in the
insurance industry, risk manage-
ment or public administration
perferred or equivalent exper-
ience and training. Position will
be based in Austin. Starting sal-
ary $2,778 per month, subject
to level of experience. Send
resume to Field Services Repre-
sentative, TML Risk Pool, 211
E. 7th Street, Suite 300, Austin,
Texas 78701.

The Best Get Better

at Calco.
If you're already a top producer, imagine how far you
can go with the top marketer and underwriter of
Business Insurance. Some of our many areas of
expertise are electronics, metal trades, trucking,
electrical contracting and service industries.

We currently have the following key opportunities
available for professionals with electronics account
experience:

• Producers

I Account Executives

. Marketing Specialists
These opportunities are available in any of our
California offices: San Francisco, San Mateo, Fresno,

Sacramento, Glendale, Orange and San Diego.

For more information, send your resume to Michael
Wiebracht, P.O. Box M, San Mateo, CA 94402-

0080; or FAX your resume to (415) 572-4608. An
equal opportunity employer.

 Calco Insurance Brokers & Agents

INSURANCE INDUSTRY
INFORMATION SYSTEMS

We'rethe Employee Benefits Divisionof Washington National Insurance Company.Our
strong commitment to client service has created rapid expansion and the need for
motivated additions to our staff. We are currently seeking a Business Systems Analyst
to maintain our Master Policy Automated Issue System.

BUSINESS SYSTEMS ANALYST

We require a technical expert with 3-5 years' automated issue/publishing systems
background, strong analytical/problem-solving ability and proven organizational man-
agement experience. Refined written/verbal communication skills are essential as you
will interface with all levels of personnel and provide back-up training when necessary.
A college degree and familiarity with insurance produds, terminology and contrads are
strongly preferred.

Washington National Insurance is currently headquartered in Evanston, with future
relocation plans to Lincolnshire in'93. We reward talent with an excellent starting salary
and complete benefits including flex time. For confidential consideration, please fax or
mail your resume to: Human Resources Department-SQ, WASHINGTON
NATIONAL INSURANCE COMPANY, Employee Benefits Division, 1630 Chicago
Ave., Evanston, IL 60201 Fax: (708)570-5991 (Principals only - no agencies please.)
eoe m/1/d/v

  Washingtonnational®
EMPLOYEE BENEFITS DIVISION

You'U Like Our Thinking.

SENIOR
UNDERWRITING

OFFICER
sought for a national Managing

General Agency located in the
Metropolitan New York Area.
The right candidate will have a
minimum of ten years expen
ence handling large casualty
lines with companies as well as
brokers and will have a familiar-

ity with the London Market.
Send resume to: Business In-

surance. Box 2760,740 N. Rush

Street. Chicago, IL 60611-2590.

81 Classifieds

assure top

quality results!

YOUR

AD

SHOULD

BE

HERE

1-800-678-2724

EXT. 5340

HELP WANTED

ATTENTION SENIOR OR RETIRED

CLAIMS/RISK MANAGERS OR

CORPORATE COUNSEL

Hartford, CT corporate and insurance
defense litigation law firm seeks senior
or retired claims/risk manager or cor-
porate counsel to be firm's director of
client development. Duties are to
establish prospective client contacts
and promote the firm's capabilities to
claims/risk managers and corporate
counsel. Candidates should be familiar

with the U.S., London and Pacific rim

insurers and self-insureds. Candidates

should have strong interpersonal, orga-
nizational, oral and written communi-
cative skills. Hours flexible. Send

resume in confidence to:

Director of Human Resources

P.O. Box 230597

Hartford. CT 06123-0597

RECRUIT THE
INDUSTRY'S

MOST QUALIFIED

CANDIDATES

The most talented

men and women

in the insurance industry
know where lo turn when

they want to make their moves.
The Professional Marketplace

Call 312/649-5340

REQUEST FOR PROPOSAL

UST FUND

PROGRAM ADMINISTRATOR

The Iowa Comprehensive Petroleum
Underground Storage Tank Fund
Board hereby invites interested parties
to request a copy of the Request For
Proposal to be the administrator of the
Iowa Comprehensive Petroleum Under-
ground Storage Tank Fund Program.
The Request For Proposal is now avail-
able. Responses to the Request For
Proposal must be received by David
Lyons, the chairman of lowa's Compre-
hensive Petroleum Underground Stor-
age Tank Fund Board, by 3:00 p.m.
CDT, October 23, 1992.

The responsibilities of the UST Fund
administrator include administration

of approximately four thousand claims
against the Fund's remedial account.
Tne administrator must also handle the

Fund's insurance program which cur-
rently includes over twenty-eight hun-
dred policies and the Fund's loan guar-
antee program. The administrator must
also administer all other aspects of the
UST Fund Program under the direction
of the UST Fund Board.

Copies of the Request For Proposal are
on file with the office of the chairman

at, 6th Floor, Lucas State Office Build-
ing, Des Moines, Iowa 50319, for exam-
ination from 8:00 a.m. to 4:30 p.m.
Monday thru Friday. Copies of the
Request For Proposal may be obtained
from the chairman's office at a cost

of $25.00 by writing the chairman at
the above address or by calling 515-
281-5523.

GET RESULTS!
ADVERTISE IN THE

PROFESSIONAL MARKETPLACE

Business Insurance

Circulation
Breakdown *

Commercial Consumers

Administrative:

CEO's Presidents, and Owners ......... 2.472
Vice-Presidents, General Managers and Other
Administrative Personnel. 4,160

Financial:

Chief Financial Oflicers and Vice-presidents of Fi-

Secretaries, Treasurers, contollers and other Fi-
nancial Personnel , 3.822

Risk/Employee Benefits:
Vice-presidents. directors, managers, and other
related department personnel of: insurance, risk,
employee benefits, personnel, compensation.
pension, safety, security, industrial relations.
human resources and employee/labor relations

14,998

Suk)-total .. 28,089

Associations .........................416
Government. Unions and Educational Institutions

1.148

Commercial Consumers

Suk)-total 29,653

Insurance Agentsand Brokers 8.947
Insurance Companies ................ 8.080
Accountants, Actuaries, Attorneys & Consultants

3,449

Adjusmrs. Appraisers, TPA s. Captive Managers
& Health Care Providers . 1,748
Others Allied to the Field. . 904

Single Copies. 4

TOTAL 52,785

• Source Business/Occupational breakdown of
qualified circulation, May 25, 1992 issue. as
submitted to BPA for June 1992 BPA Publisher's
Statement.



Continued from previous page
coverage with the knowledge that
losses would be passed along.

However, the abundance of

cheap reinsurance capacity--
much of which was falsely
created by spiraling London
market excess-of-loss reinsur-

ance--evaporated after several
massive catastrophes, including
the fire that destroyed the Piper
Alpha oil rig, Hurricane Hugo,
the grounding of the Exxon Val-
dez and the Phillips Petroleum
Co. plant explosion.

"The losses incurred by rein-
surers have forced them to with-

draw from the market," Mr.
Brockbank said. That caused a

"dramatic reduction in capacity
and a significant increase in
cost."

Some marine insurers also are

seeing losses rise because they
have neglected to address the
level of deductibles in recent

years, he pointed out. As the cost
of repairs and replacement of
machinery has climbed, losses
that were intended to be ab-

sorbed by policyholders' deduct-
ibles have pierced insurance
layers, Mr. Brockbank ex-
plained.

In addition, an aging fleet, ex-
pensive new shipping technology
and a trend toward hiring inex-
perienced crews have helped
worsen conditions for marine

underwriters, he noted.
Aging fleets have led to more

frequent claims because of
breakdowns and repairs, he said.

Propernnaintenance has been
lacking on newer ships that fea-
ture design changes and require
updated maintenance proce-
dures, Mr. Brockbank noted.

Record crowd

attends Houston

marine seminar
HOUSTON-The Houston

Marine Insurance Seminar
continues to attract record

crowds.

More than

a,SEE>f 1,100 regis-Artr_ trants signed

7.\WV).1 up for this
year s meet-
ing, held
Sept. 13-15
at the

Adam's Mark Hotel in Hous-

ton.

Attendees heard speakers
including American Interna-
tional Group Inc. Chairman
Maurice R. Greenberg address
the state of the property/ca-
sualty insurance market and
the controversy surrounding
an AIG memorandum that
followed Hurricane Andrew

(BI, Sept. 14).
Also on tap was insurance

attorney Donald J. Greene of
the New York firm LeBoeuf,
Lamb, Leiby & MacRae, who
spoke on the possibility of
federal regulation of insurers
in 1993.

Mark E. Brockbank, a
Lloyd's of London marine un-
derwriter, detailed the crisis
conditions facing the marine
market, and a panel of ex-
perts took on the outlook for
protection and indemnity
clubs.

Next year's seminar will be
Sept. 12-14 at the Adam's
Mark. More information is

available from Weldon Cor-

bett at Energy Insurance In-
ternational Inc., 2000 Bering
Drive, Suite 900, Houston,
Texas 77057; 713-783-6640.

Newer vessels also are made of

materials that need additional

maintenance to protect against
corrosion, he said. Failure to do

so can lead to a weakening of
the ship's hull. "When such ves-
sels were acquired by owners
who did not properly maintain
them, the results were far more
serious than had previously been
the case."

While smaller crews can run

the newer ships, they should be
more sophisticated personnel
who understand state-of-the art

electronics technology, Mr.
Brockbank said. "Unfortunately,
some shipowners, in an effort to
reduce costs further, have taken
to hiring cheap, less experienced
crews."

He added that such crews often

are made up of different nation-
alities, which causes communi-

Advertise in
The Insurance Services Guide!

FAX your ad
for the next issue:

FAX: 312/280-3189

PHONE: 312/649-5340

Business Insurance, September 21, 1992 / Gi

As the cost of repairs and replacement of machinery
has climbed, losses that were intended to be
absorbed by policyholders' deductibles have

pierced insurance layers, says Mr. Brockbank, who
calls on marine insurers to raise deductibles.

cation problems that lead to ac:-
cidents.

Mr. Brockbank also warned

underwriters that they should be
concerned about the flag a ship
flies. Inexpensive "flags of con-
venience," often issued to shi-
powners by smaller nations in
need of revenues, could be a
warning that diligent safety re-
quirements are absent, he said.

In addition, there is a growing
trend toward ownership of ves-

sels by investors who are not
shipping experts, Mr. Brockbank
said. Those investors hire "third-

party ship managers" that have
no incentive except to run the
ship as cheaply as possible, he
asserted.

"Underwriters failed to take

the employment of such manag-
ers into account when setting
premiums. Indeed, underwriters
drifted away from the essential
concept that the identity and

insurance Services Guide

InPhoto Surveillance

 Long Range VideoSurveillance of Claim-
ants. Agents within 3
hours drive of 80% of

the U.S. population.

800422-8220 FAX 800-752.0720

 CONTROL STAFFING COSTS A
IN MEDICAL/DENTAL CLAIMS PROCESSING

With CSRG's FLEX/BLE Staffing, you can:

ACS • Reduce staffing and benefit costs
• Increase production instantly

glh AG • Meet service goals all the time
CLAIM SERVICES • Minimize claim inventories
RUOURCE MROUP

Proven results in over 1,000 companies nationwide.
800=331.5039

Reach For The Stars
investigate this new generation of quality software solutions for health
benefits management, workers' compensation claims, general liability,

medical cost containment, including:

ISP HealthStar • ISP CompStar • ISP MultiStar • ISP MediStar

For more information about the many ways
you can benent from
Insurance Software Packages. Inc
write to us at

3625 Queen Palm Drive
Tampa, FL 33619
or call (800) 237-8133 iii the US.,
(813) 6214069 in Florida

A

BILL REVIEW SYSTEMS

•Physician
•Hospital

•Pharmacy
DATA ANALYSIS SYSTEMS

•Providers

•Treatments

•Claimants

CALL TODAY for a FREE
demonstration disk...

(800) 829-1841

..../

A

]SOFTOUCH
:SOFTWARE
 IN.:i.RPORATED

5200 SW Macadam Ave., #255

Portland, Oregon 97201

CASE MANAGEMENT SYSTEMS

•Medical Case Management
•Medical Event Management

FRAUD MANAGEMENT SYSTEMS

•Analysis/Detection
•Management/Control

t

record of the owner should play
a part in determining the rate for
that vessel."

Mr. Brockbank said a return to

responsible underwriting in-
volves "writing insurance for a
gross underwriting profit by en-
suring that the rate reflects the
risk, setting deductibles at levels
that exclude the small mainte-

nance-type claim, paying careful
attention to policy terms and dis-
criminating both in terms of
breadth and price of cover be-
tween those owners who main-

tain and operate their vessels to
a high standard and those who
fail to do so."

Many of the problems marine
underwriters face "are already
being addressed," he said. "And
those outstanding, I have no
doubt will be addressed

directly." •

 gfeaIL Claims Processing and Management
THIS! Automated Benefit Administration,

9 SysteminstallednationwideandinPuerto
Rico since 1979.

, THIS! i THIS! Real-time claims adjudication.
COBRA. EAP, Cost Containment,

,_X, Managed Care and extensive reporting>Gte d 5% wjmuwith clear. concise processing
Call Telos and ask for THIS!

(805) 968-2551 • Fax (805) 968-2589
42 Aero Camino, Suite 102 • Goleta. CA 93117

U:44 46

COMPUTING INC.

1 14

O Customized & Packaged Software Applications
O PPO Directing & Repricing Modules
0 Early Intervention Services
O Medical Cost Management Consulting
O Complete Systems or Assistance to your Staff

EMBASSY GROUP
407 Wekiva Springs Road • Suite 241
Longwood, Florida 32779

TEL: (407) 869-6848 • FAX: (407) 444-0540

Show your strength in the marketplace.
Share your success with our success.

Advertise in the

Business Insurance 25th Anniveisaly Bsue
a provocative review ofthe trends, developments
and innovations in the commercial insumnce

marketplace over the past quarter centuty.

Call Margaret Hikido
312.649.5340 for details.

Business
Insurance

Coverage Guaranteed

For advertising information in the INSURANCE SERVICES GUIDE Contact: Margaret Hikido,
740 N. Rush Street, Chicago, Illinois 60611. Telephone (312) 649-5340
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Attorney sees federal role in regulation
By MICHAEL BRADFORD

HOUSTON-Congressional ap-
proval of sonne

-  form of federal
/*14„T insurance regu-

J¥ 4*);L lation is a very
real possibility

1200„062 in 1993, says an
' - W attorney who

specializes in in-
surance law.

Federal regulation is not a new
idea, said Donald J. Greene of Le-

Boeuf, Lamb, Leiby & MacRae in
New York.

The topic has been discussed in
congressional circles for years, he
noted. However, it is becoming ap-
parent that as more lawmakers call
for stricter regulation of insurers,
the federal government is more
likely to be given an oversight role.

"This time there's a real possi-
bility that the United States of
America is going to regulate the
insurance business," Mr. Greene
said last week at the Houston Ma-

rine Insurance Seminar.

And many insurers are begin-
ning to agree that at least some
type of federal oversight is needed,
he said.

Until now, there has not been

much support from the White
House for federal insurance reg-
ulation, despite the efforts of Rep.
John Dingell, D-Mich., to show
that state oversight is inadequate,
according to Mr. Greene.

Rep. Dingell, who has held hear-
ings on the ability of states to regu-

late insurer solvency, has intro-
duced a bill, H.R. 4900, that would
create a dual system of federal and
state oversight (BI, April 30).

The issue has been further high-
lighted because of hearings on in-
surers and insurance mechanisms

by the Senate Permanent Subcom-
mittee on Investigations, chaired
by Sen. Sam Nunn, D-Ga.

A report from Sen. Nunn's staff
"supports much of what Dingell
said he wants to do," according to
Mr. Greene.

The lll)-
inerence:

IRI ¥Ut the Ligilugo
"In September 1989, Hucaneput out the lights in our..Holly South CarolinaStephn C.

Senior Vice President
Them 6n
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a claims representat< the scene within 24 hours
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v said. «m'shares ourcon. . «1;Ve started receiving
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© 1992 Industrial Risk Insurers, Hartford, Connecticut can make a difference

Despite increased congressional
scrutiny of the insurance industry,
it is likely that the White House
will resist federal regulation for
now, Mr. Greene said.

"They are essentially states'
rights people. There is also tre-
mendous political pressure on the
outside not to change the system,"
he said.

Mr. Greene said such pressure
comes from political leaders "who
do not want to lose the patronage"
and what he called "the industry of
regulation."

Some political leaders fear the
disruption of civil service jobs and
a loss of premium taxes if states
lose that regulatory "industry," Mr.
Greene said.

But others will continue to press
for federal regulation.

If such legislation is passed next
year, the first and most politically
acceptable target of federal regula-
tion likely will be alien insurers
and reinsurers, according to Mr.
Greene.

While state regulators have re-
sisted losing their jurisdiction, they
are aware that if a compromise is
necessary, it would be easiest to
give up regulation of alien insur-
ance companies, he said.

It is possible that such legisla-
tion would allow the government
to offer licenses and charters to

alien insurers and reinsurers "so

long as those parties elect for that
charter and meet financial stan-

dards imposed by the federal stat-
ute," Mr. Greene said.

He said such a statute may re-
quire those alien companies to
make deposits in the United States
equal to 100% of the reserves for
U.S. losses those companies have
established. In return, the insurers
and reinsurers would not be sub-

ject to state solvency regulation.
That concept, which Sen. Din-

gell's staff has put forth, has not
gone over well with a lot of do-
mestic insurers and reinsurers, Mr.
Greene related.

They have demanded "a level
playing field" and have expressed
the desire to fall under the federal

charter, he said. "You can see what
it would mean to a reinsurer if

there was a way to operate with
federal approval-at a higher stan-
dard, mind you-but with a reduc-
tion of overhead."

This attitude is a complete turn-
about from insurers' positions re-
garding federal regulation, Mr.
Greene observed. In the past, "the
leaders of the property/casualty
and the life business wanted noth-

ing to do with federal regulation.
Today, it is very different."

The insurance business today is
"swamped, filled, overwhelmed
with closet federalists," he said.
While most insurer executives do

not have the nerve to "come out

foursquare for the pre-emption of
the state system," there are "a lot
of people who think a federal sys-
tem would be an improvement."

Particularly in favor of a fed-
eral system are insurers that write
assessnnent checks to state guar-
anty funds to cover insurance com-
pany insolvencies, Mr. Greene said.

Many insurers say that state reg-
ulators do not take control of fail-

ing insurers soon enough and do
not call for high enough standards
in the first place to prevent insol-
vencies, he explained.

Brokers, he noted, are outspo-
ken about the need for strong,
competitive markets. However,
they are not as quick to publicly
admit that higher standards would
relieve their worry of placing busi-
ness with potentially insolvent in-
surers, he said.

"So there's that little extra for

them, and I don't see them com-

ing out against this kind of legis-
lation," he said. i
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Hurricane Iniki CIGNA would not comment on covery personnel, according to a said of humcane-related claims

the Westin coverage, but the insur- spokeswoman for the Boston sub- "Lihue is the only place with "The hui-ricane hit on Fnday and
Continued from page l er so far has only received a "hand- sidiary of ITI' Corp phone service, and gas is being ra- we had our first five people there by
for up to 12 months' disruption of ful" of humcane claims, a spokes- Meanwhile, insurers were strug- honed because there's no electricity Sunday Since then, they've been
business, he noted man said More are expected, but gling to send representatives to to drive the pumps," making itt hard golng m groups of eight or 10 or 12,

Kauai Mayor JoAnn Yukimura CIGNA expects losses unll not be Kauai to assess damage for claims people to get around, she depending on how much space there
projects it may take up to six huge since it wntes httle coverage in State Farm Group has about 80 said "A lot of them are car-pool- is available on commercial fhghts,"
months for the island to return to Hawaii claims people "commuting" to the mg" a spokeswoman said
normal The mammoth Westin Kauai- island by boat from the island of "In many ways they're worse off "The preparation was better this

"While we don't feel the dam- spread over 500 acres-does not ex- Oahu, where Honolulu lS located, than they were m Florida," observed time than it was for Iwa," she said
age w11 approach that of Flonda, pect to reopen untll early 1993, ac- said a spokesman for the Bloommg- Gary S Keith, manager of opera- Hurricane Iwa hit Kaual 10 years
the busmess Interruption may be cording to a spokeswoman for the ton, Ill -based msurer tions of Factory Mutual's engi- ago, causing $137 milhon m msured
prolonged because of the geographic Seattle-based hotelier State Farm on Friday said it esti- neertng division property damage, according to the
location of the island," said a spo- "We had blown-out windows, mated it would pay $225 milhon in In Flonda, claims people could Insurance Information Institute
keswoman for Zunch-American In- flooding and landscape damage val- personal lines damage, $90 milhon dnve a few miles to reach basic ser- The Hawaiian Insurance & Guar-
surance Group m Schaumburg, Ill ued m the tens of milhons of dol- in commercial hnes damage and vices, but on Kauai, "they're on an anty Co Ltd of Honolulu set up a

Most of the initial damage es- lars," she said $55 milhon in flood damage island-hterally," he said temporary claims office m Lihue
timates from Humcane Iniki are The third notice m London so But that is dwarfed by the 110,000 Many msurance adjusters were Our Kapaa office is open to ac-
sketchy because of the difficulty in- far is from Nestle USA Inc, owners claims totaling $15 bilhon that the uprooted from Flonda, where they cept claims, but there's no phone or
surance adjusters have had m get- of Stouffer Hotel Co, which has Insurer expects to pay from Hui'n- had been working long hours since electricity yet," a spokesman for the
ting to the island, about 90 miles hotels m Hawaii, Mr Lee said The cane Andrew (BI, Sept 7) "Every- Andrew struck Aug 24 Honolulu-based insurer said Kapaa
northwest of Honolulu hotel has $50 milhon in coverage thmg pales m comparison to An- "We had to send West Coast ad- lS about 10 miles north of Lihue

Commercial air traffic was su- The extent of the damag@ on all drew," the spokesman said Justers from our Westlake (Cahf) While media attention has been

spended after the storm, and for three risks w111 not be known for Insurers last week continued to office from Andrew to Inikir the focused on Kaual, msurers have also
a few days only so-called "essen- several days revise estimates of damage from State Farm spokesman said begun receivmg claims for wmd and
tial personnel" were permitted to "All we know so far lS that there Andrew (see related story) "We called m a team of adjust- water damage on Oahu
go to the island under orders from is severe damage and the loss ad- Factory Mutual Engineering & ers that had been worlang on Ty- Liberty Mutual Insurance Co re-
Mayor Yulamura lusters are in there," Mr Lee said Research Organization, a loss con- phoon Omar on Guam and Hur- ceived 65 claims from property

Smce part of the air trafhc control Kaual, a lush tropical island nick- trol engineering firm owned by ricane Andrew m Miami," said a owners on Oahu by late last week,
tower at Lanal Airport, near the named "the Garden Isle," has some members of the Factory Mutual spokeswoman for Honolulu-based compared with just 35 on Kauai
county seat of Lihue, was damaged 7,000 hotel rooms managed by such System, has sent six adjusters and FIrst Insurance Co of Hawaii Ltd, a As of Thursday, Transamenca In-
by the hurricane, only daytime hospitahty industry giants as Wes- four engineers to the island not only subsidiary of Continental Corp surance Co received 200 claims
fhghts can land tin, Hilton, Hyatt, Sheraton and to adjust claims, but also to help Allstate Insurance Co, whch had from Oahu and 100 from Kauai

And most phone services is down Aston, to name a few commercial policyholders get up received around 900 claims on American International Group
on the island With per-night rates averaging and running as soon as possible Kaual late last week, had 11 adjust- Inc has no figure yet for losses from

The Property Claim Services divi- about $150 during the winter tounst However, all three FM msurers ers on the sland and was sending m Humcane Inila, and does not expect
mon of the New-York-based Amen- season, lost revenues to the island's said they were expectmg few claims 30 reinforcements to handle claims to have one for about two weeks
can Insurance Sennces Group Inc 70 hotel owners and operators could from the storm "It unll be next week before we ITr/Hartford Group Inc, which
was not prepared to release an m- exceed $1 milhon per day A spokeswoman for Arkwright have any information," said a has about 1,000 policyholders on
dustry loss estimate by Friday-a "And that doesn't include food," Insurance Co said that reports of spokesman for Fireman's Fund In- Kauai, has no estimates on losses
full week after the disaster points out Michelle Patton, vp-risk claims "were almost non-existent surance Cos of Novato, Callf, one yet from Humcane Inlla Hartford

"I've spoken to several Insurance management for Hilton Hotels Corp We may have some property on a of Hawaii's major property/casualty has more pohcyholders on Oahu, but
companies who were told by the m Beverly Blls, Callf "We make a utillty, but we don't know for sure " underwnters with $80 9 mlilion m losses should be small because dam-
mayor to limit the number of people lot of money off of our restaurants Allendale Mutual Insurance Co net premiums wntten there m 1991, age was less severe there and the
coming onto the island," said Patn- and shops " has some busmess on the island, but accordmg to A M Best Co pollcies are smaller, a spokesman
cia Lombard, executive director of The Hilton Hawaiian Village at as of late last week had not received "Our first contingent didn't get said
Western Insurance Information Ser- Waikiki Beach, on the island of any claims, said a spokeswoman there untll Wednesday," he said By the weekend, Hartford had
vice in Los Angeles Oahu, sustained moderate damage Protection Mutual Insurance Co Local Insurers, like First Insur- sent 22 claims processors and ad-

Sources m London differ widely when humcane wmds blew sand also expected few claims ance Co of Hawaii, have had less lusters to Kauai, along with 50 elec-
on estimates of msured losses suf- into its beachfront lobby, she said Gettmg around the 350,000-acre difficulty gaining access to the is- tne generators, he added
fered as a result of Humcane Intla "We lost the use of a restaurant island-which has only one main land The msurer set up three dnve-

While loss assessor Balcombe and a bar downstairs for a couple of highway along the coast that does m claims bays on the island to han- Assoctate Editors Michael Bradford,
Group is predicting insured losses days," and a dock was devastated, not circle the entire island-has dle auto msurance claims and a Sara Harty and Gavin Souter and
from Hurricane Iniki will be be- she said been challenging, a spokeswoman claims office m Lihue is being used Sta# Reporter Sara Marley contn-
tween $25 bdhon and $5 bnhon, However, damage to the Kaual for FM Engineering & Research as a stagmg pomt for all other types buted to thts report
others are skeptical Hilton & Beach Villas had not yet

"Nobody knows yet what the loss been assessed, Ms Patton said S&P finds surplus shelters industry from storms
w11 be, but I would have thought "Kaual is a (Hllton-managed) hotel
that $5 billion 15 rather high, as that's privately owned," she ex- Strong policyholder surplus After taxes and reinsurance, All- Humcane Andrew So far $26 mil-
there are only 50,000 people on the plained "But initially there appears throughout the insurance mdustry state, headquartered m Northbrook, hon of an estimated total net after-
island," said George Lloyd-Roberts, to be very httle damage other than at the beginmng of 1992 w111 enable Ill, anticipates a $700 milhon loss, tax loss of $70 milhon has been paid
chairman of the Lloyd's Un- loss of electricity and buslness Inter- most msurers to weather Humcanes or 13% of its 1991 year-end surplus to pollcyholders m Flonda
derwnters' Non-Manne Assn ruption" Andrew and Inlla without serious We are not expecting much to USF&G Corp also has recalcu-

The $5 bilhon figure is probably Aston Hotels hopes to have ltS financial effects, a Standard & happen to the market due to An- lated ltS losses, Increasing an esti-
too high, agreed Gerry Oilslager, four properties on Kaual refur- Poor's Corp report says drew and/or Imla," said Alan Levm, mate of its total net loss to $45 mil-
deputy underwnter for Syndicate bished within 90 days, but "the U S insurers began the year with an S&P senior vp in New York lion from $40 million, a
1068 managed by Merrett Under- question is whether the infrastruc- a $162 bdlion surplus, sufficient to "The Industry lS not significantly or spokeswoman said
wnting Agency Management Ltd ture w111 be m place by then to ac- sustain even the record $11 bilhon seriously hurt by these catastro- The Home Insurance Co last

"And most of the losses wlll stay Cept visitors," a spokesman for the in catastrophic losses so far, S&P phes " week estimated its net loss from

with the insurers m the (Hawaiian) Honolulu-based chain said reported last week It is likely that only Allstate W111 Andrew at $20 milhon
islands or Califorma," he said All four Aston Hotel properties on However, some dispute whether downgraded on S&P's claims-pay- Hartford Steam Boiler Inspection

Early-and sketchy-predictions the east side of Kaual were closed actual surplus is that high (see story, ing ability rating, and that would be & Insurance Co lS estimating Hur-
m London see an $800 milhon in- after winds peeled off roofs, leavmg page 70) no more than two notches from its ricane Andrew losses from 232

sured loss as a result of the hum- rooms open to rain And, S&P predicts the industry current AA + rating, lea,nng lt ln claims to be $19 2 milhon gross and
cane, of which around $100 milhon Initial damage to the structures wlll end the year with its highest the AA range, Mr Levm said $10 5 milhon after reinsurance
might be paid by London un- was estimated at $2 million, but combmed ratio-111% to 1129- Moody's Investors Service is also Aetna Life & Casualty Co 's esti-
derwnters, Mr Oilslager said the loss wlil likely grow if the inten- since 1985 reviewing Allstate and parent Sears, mated net aftertax losses remain at

Late last week London un- ors cannot be salvaged, the spokes- The disasters also could over- Roebuck & Co for a possible down- $65 million, a spokesman said
derwnters had been notihed of three man added whelm "some Insurers overexposed grade "The review 1.s prompted by Aetna was one of the last insurers to
potentially large losses as a result of Hyatt is offering refunds or re- to property damage claims and un- Hurricane Andrew's potential im- make an estimate and does not ex-
Hurricane Inila, two of which were boolangs to anyone planning a trw protected by catastrophe remsur- pact on Allstate's ablhty to continue pect an increase m losses, he said
for hotels on the island to Kaual m the next 30 days But ance," the report found to pay dividends to Sears and to Some relnsurers also ventured es-

All three risks are led in Lon- whether the Hyatt Regency Kauai S&P identified 29 insurers that maintain appropriate capital levels," timates of Andrew losses
don by Lloyd's of London synch- would be open by then is anybody's have less in surplus than in pre- according to a written statement NAC Re Corp expects net af-
cate 210, managed by Sturge Non- guess, said a spokeswoman for the m.lums wntten in Flonda and Imi- However, Moody's w11 also look at tertax losses from Humcane An-
Manne Syndicate Management Ltd Chicago-based chain mana m affected hnes of bumness Improving trends m Allstate's core drew to be about $19 milllon, while

"We have been told of three ac- "It's too early to tell," she said Reinsurance was not considered, operations Iniki will produce a $5 million
counts that have suffered severe "The hotel is closed at this pomt however, because Insurers are not The senior debt of Chicago-based charge The remsurer expects the
damage but we don't know the ex- and we don't know when we'11 re- required to report the existence or Sears is currently A2, while All- bulk of these charges to be included
tent of the damage yet," said Alan open " extent of catastrophe remsurance state's insurance financial strength m third-quarter results
Lee, underwnter for syndicate 210 After assessing its 10 properties m untll claims are generated rating is Aal Phoenix Re Corp estimated that

One notice is from Amfac Inc, Hawan, rIT Sheraton Corp reports Insurers may also have been wnt- Meanwhile, several insurance losses from Andrew wlll reduce the
a Honolulu-based retailer, land de- that seven properties on Oahu and ing in areas of the states untouched companies last week updated loss company's 1992 earnings by about
veloper and sugar grower owned by Maui sustained only minor damage by Andrew, the report cautioned information from Andrew $4 8 milhon

JMB Realty Inc, which has suffered But the three hotels on Kauai- Gross losses w111 exceed premi- Based on new claims information, US Facilities Corp expects An-
damage to crops and property, Mr Sheraton Kaual Beach Resort, ums written in Florida and Loul- Travelers Corp now estimates that drew to cost about $1 milhon on a
Lee said The property coverage has Sheraton Kaual Garden Hotel and mana for both State Farm Group net losses from Humcane Andrew net aftertax basis, most of which
$10 milhon m limits, he said the Sheraton Mirage Princeville and Allstate Insurance Co, said will reduce ltS third-quarter earn- stems from reinsurance wntten by

The second loss to hit London Hotel-will likely remain closed S&P Vp Wllham Cavanagh ings by $175 milhon to $225 milhon its USF Reinsurance Co unit
is the Westm Kauai The coverage, though year-end Bloomington, Ill -based State Travelers earher had estimated the
with $75 milhon m limits, is prl- However, the Prlncevule Hotel, Farm will suffer an aftertax loss net impact of Andrew would be $70 Sta# Reporter Sara Marley, Asso-
marily insured by CIGNA Corp which sustained severe roof and of $1 bilhon, which is not reinsured milhon (BI, Sept 14) ciate Editors Sara Harty and Laura
units, but about 10% is placed in water damage to the lobby, is taking and is more than 5% of its policy- I'IT/Hartford Group Inc has set- Mazzuca and Sentor Editor Douglas
London where itt is led by Mr Lee m storm refugees and humcane re- holder surplus tled 3,607 of 8,092 claims filed from McLeod contnbuted to thts report



Direct rates unaffected
But Iniki losses add more pressure on cat cover pricing: Analysts

By SARA MARLEY

While Hurricane Iniki likely will
drive catastrophe reinsurance prices
still higher and further tighten the
retrocessional market, many indus-
try analysts say it will have little ef-
feet on primaIy insurance rates.

Some, though, say insurers and
reinsurers should use the double-
barrel hit from Hurricanes Andrew

and Iniki to force an overdue turn in

the market. They contend that the
industry's true capital is not close to
what is being reported.

On Kauai, "it appears the larger
commercial structures were not se-

verely damaged," said Alan Levin,
senior vp of Standard & Poor's Inc.
in New York. "This is not going to
turn the cycle."

"Iniki is skewed toward a half-

dozen insurers. It will not have

much of an impact beyond them,"
said Harry Fong, a Conning & Co.
analyst in Hartford, Conn.

However, the same reinsurers af-
fected by Andrew are likely to get
hit by Iniki, said Michael Smith, se-
nior vp of Lehman Bros. Inc. in New
York. Iniki will "add to the losses

and add to the pressures, particu-
larly in retrocession."

The hurricanes will accelerate

hikes in catastrophe reinsurance
rates, which already have been ris-
ing for four years, according to S&P
Vp William Cavan'agh (see story,
page 1).

Those increases, however, are "not
passed down to the primary market
to any great extent," Mr. Smith
said.

Ceding insurers also may increase
retentions as they did after Hui-0-
cane Hugo in 1989, said Gloria
Vogel, first vp with Shearson Leh-
man Brothers Inc. During renewals,
insurers will "find reinsurance pro-
tection not available or priced so
high that they decide they want to
keep more."

However, Barbara Stewart, a
principal with Stewart Economics
Inc. in Atlanta, said that insurers
will seek higher limits from rein-
surers at a lower attachment point.
But, capacity reductions will make
that difficult, she said.

"Ceding companies want to re-
tain the cash. They have been un-
willing to pay the higher reinsur-
ance costs," Ms. Stewart said.

But, greater emphasis by regu-

lators and rating agencies on capital
preservation and the possibility of
risk-based capital requirements are
forcing insurers to reconsider.

Some analysts, though, disagree
with the cavalier attitude many
have taken toward the catastrophes.

"I am stunned that so many gurus
and industry people are looking
upon Andrew as a non-event," said
Myron M. Picoult, managing direc-
tor and senior insurance analyst
with Oppenheimer & Co. in New
York.

If the market will not turn with-
out "a $40 billion loss with lots of
large companies out of business,
then it's too late. Perhaps this indus-
try is not worthy of investor partici-
pation," Mr. Picoult said.

A market turn was overdue be-
fore the hurricanes struck, he said.
"It's a whole culmination of pitiful
returns and compromised balance
sheets."

If the industry is overcapitalized
as many observers say, then insurers
would be rebuying their stock ag-
gressively and would not shy away
from proposals of risk-based capital,
Mr. Picoult said.

David Seifer, vp of Donaldson,
Lufkin & Jenrette Inc. in New York,
disagrees that the U.S. property/ca-
sually insurance industry has $160
billion of capital.

"If reserves were properly allo-
cated and there was some recogni-
tion of uncollectibility (of reinsur-
ance), the real capital number would
be in the $85 to $90 billion range,"
Mr. Seifer contends.

"The industry is vulnerable to
loss. They don't have the capital
or the cash flow," he said.

Mr. Seifer expects damage esti-
mates from Andrew to rise, possibly
to as high as $12 billion. In particu-
lar, business interruption losses may
be understated. "From all the pie-
turns I see, I don't see much action."

In the first half of 1993, "we will
be seeing definite efforts to improve
underwriting margins," including
raising retentions and tightening
terms, Mr. Seifer said. .There will
be a slow, steady reallocation of
capital and revision of marketing
strategies."

However, Mr. Smith of L,ehman
Bros. predicted that primary insur-
ers could sustain a loss of $20 billion
after reinsurance before enough
capital was drained to force a mar-

ket change.
Hurricane Andrew is likely to cost

primary insurers only $4 billion
after reinsurance, while Iniki may
cost only $250 million, he said.

Andrew will drain less than 10%

of the U.S. insurance and reinsur-

ance indust«s capital and only 1%
to 3% of the average insurer's capi-
tal, Ms. Vogel said. Individual com-
panies would not need to raise their
rates-until they lost 10% of their
capital, she added.

"R's clear that at some point there
is a magic number that will awaken
the industry," Mr. Fong said. "I'm
not convinced it is here yet."

"Catastrophes traditionally have
not been the principal factors caus-
ing the industry to turn rates
around. They have played a contri-
buting role," he continued.

The prolonged soft market has led
insurers to set rates by individual
state and line of business, Mr. Levin
said. Losses from Andrew and Iniki
"is not a reason to raise rates" across
the board, he added.

The concentration of Andrew's

losses in the personal lines mar-
ket makes it even less likely to affect
commercial lines rates, Ms. Vogel
said.

Compounding insurers' inability
to raise rates is new opposition by
state regulators in the wake of a
memo by a top American Interna-
tional Group Inc. executive urging
underwriters to increase prices due
to Andrew (see story, page 65 and
BI, Sept. 14).

The latest regulator to jump in
the fray is Washington Insurance
Commissioner Richard Marquardt.
The department plans to scrutinize
rate requests, which are subject to
prior approval, to ensure that they
are based on loss experiences in the
state, not nationwide, a spokesman
said.

But, before insurers ask regulators
to raise rates, they could use higher
rates now filed with states that are

being discounted in the competitive
market, Mr. Fong said. Insurers
"have the flexibility to raise com-
mercial rates without going to the
regulators."

Mr. Picoult urged insurers not to
write business in states where rate

increases, are not allowed. "If they
are not permitted a fair rate of re-
turn, they are not justified in risking
their capital." m

Hurricane losses jeopardize MCA Insurance
NEWARK, N.J.-Oklahoma regu-

lators are discussing what, if any,
action should be taken to protect
MCA Insurance Co. and its policy-
holders following devastating losses
from Hurricane Andrew.

Preliminary losses in Florida in-
curred by the Motor Club of
America subsidiary exceed $50 mil-
lion, while reinsurance will cover
only $20 million of that total.

The loss estimate represents about
4,000 claims, mostly from home-
owners and small businesses.

The insurer's policyholder surplus
stood at $23.9 million at year-end
1991.

MCAIC, which is domiciled in
Oklahoma, wrote 21.1% of its busi-
ness-or $8.5 million in 1991 direct

written premium-in Florida, ac-
cording to A.M. Best Co.

MCAIC's catastrophe reinsurance
is led by Lloyd's of London syndi-
cates, with Allstate Insurance Co.
serving as the lead U.S. reinsurer,
according to Patrick J. Haveron,
Motor Club of America's vp and
controller.

Employers Reinsurance Co. of

Overland Park, Kan., writes excess-
of-loss reinsurance for MCAIC, he
said.

The losses incurred by MCAIC
have forced Motor Club of America,
which is based in Newark, N.J., to
take a $21 million charge in the
third quarter.

That amount is equal to its entire
investment in MC:AIC and subsidi-

ary Property-Casualty Co. of MCA,
Mr. Haveron said. However, the
club's operations are not expected to
be affected by the charge.

After the write-off, the club will
have shareholder's equity of $8 mil-
lion.

Andrew "certainly has jeopar-
dized" the solvency of MCAIC, said
Cathy Weatherford, the Oklahoma
insurance commissioner. "The com-

pany also has very productive books
of business. We may be able to give
them the opportunity to bring the
company back into a good financial
picture."

State regulators set a Sept. 25
deadline for the company to present
a corrective plan, which may in-
clude a capital infusion from its cor-

porate hierarchy, she said.
Thrifty Rent-A-Car holds a 44%

stake in Motor Club of America. The

rental car company is a subsidiary
of Pentastar Transportation Group
Inc., which is owned by Chrysler
Corp.

MCAIC writes fleet insurance na-

tionwide for Thrifty, as well as con-
tract surety coverage.

"The rental car and surety busi-
ness was not affected by the hurri-
cane," Mr. Haveron said.

Another Oklahoma-domiciled

group of insurance companies may
suffer serious losses from Hurricane

Andrew, but MCAIC is the only po-
tential insolvency stemming from
the hurricane, according to Ms.
Weatherford.

Due to the losses, Motor Club of
America has canceled the spinoff of
another insurance subsidiary, Motor
Club of America Insurance Co. of

New Jersey, to MCA's existing
shareholders.

NJ-MCAIC writes only New Jer-
sey private passenger automobile in-
surance.

-By Sara Martey

Update-

Mid Ocean startup seen shortly
HAMILTON, Bermuda-Proposed property catastrophe reinsurer

Mid Ocean Reinsurance Co. Ltd. will be able to "hit the ground
running" after the imminent completion of capital-raising activities
says President Ian Heap. '

Mr. Heap says he cannot say exactly how close Mid Ocean Re is to
hitting its startup capital target of $300 million, though executives
attending the Rendez-Vous de Septembre earlier this month said the
facility was oversubscribed.

Marsh & Mcknnan Cos. Inc. and J.P. Morgan & Co. mounted the
effort to raise the capital for the facility, which would provide
excess-of-loss catastrophe limits of up to $30 million per occur-
renee per ceding company, subject to an overall $250 million per
occurrence limit per geographical zone (BI, June 22).

Charles HA. Skey, a director of CentreWrite Ltd.-the reinsurer
formed by Lloyd's of London to run off open syndicates-has agreed
to act as underwriting consultant to Mid Ocean. Back-office activities
will be provided by X.L. Insurance Co. Ltd. Shareholders of parent
EXEL Ltd. authorized up to a $100 million investment in Mid Ocean.

Poultry plant owner sentenced
HAN[LET, N.C.-The owner of the Hamlet, N.C., poultry processing

plant where a fire killed 25 workers last year may serve less than
three years of a nearly 20-year prison sentence imposed in connection
with the blaze.

Emmett Roe, who headed the now-defunct Imperial Food Prod-
ucts Co., faced up to 10 years for each of 25 counts of involuntary
manslaughter. After the fire, inspectors found that the plant lacked
fire alarms and sprinklers and that escape doors had been locked
(BI, Oct. 7, 1991; Sept. 9, 1991).

After learning the state had never inspected the 11-year-old plant,
the Occupational Safety and Health Administration threatened to
strip the state of its authority to run its own workplace safety pro-
gram (BI, Jan. 13). That threat was later dropped.

Under a plea agreement, Mr. Roe, 65, was sentenced in state
court last week to 19 years and 11 months in prison. He will be
eligible for parole in about three years. As part of the deal, charges
were dropped against the plant manager and operations manager.

Imperial Foods was earlier fined $808,150 (BI, Jan. 6).

Asbestos consolidations fought
PHILADELPHIA-A federal judge is proposing to consolidate

more than a dozen cases involving banlcrupt former asbestos makers
with an already amalgarnated case involving thousands of financially
solvent asbestos manufacturers.

However, attorneys for both the bankrupt companies and people
alleging injury from the companies' products have filed motions with
the federal multidistrict litigation panel seeking to block the proposal
by U.S. District Judge Charles R. Weiner, who is hearing the already-
consolidated case in Philadelphia.

Attorneys for both parties claim that consolidating the cases would
slow down the bankruptcy proceedings.

However, defendants in the consolidated personal-injury suits al-
ready before Judge Weiner support the plan, claiming it would spread
the burden of paying for asbestos injury claims.

The multidistrict litigation panel has ordered a November hearing
on the proposal.

Briefly noted
Alexander & Alexander Inc. can sue former employees who de-

fected to Frank B. Hall & Co. Inc. for violating non-compete
agreements they signed with A&A, a federal appeals court has ruled.
The decision settles conflicting rulings by two lower courts (BI, Sept.
23, 1991). . . .The Labor Department is extending through Dec. 31 a
period of reduced penalties for employers that did not file Form 5500
annual reports for their pension and welfare plans. Plan administra-
tors who file overdue annual reports will be liable only for a penalty
of up to $50 for each day a report was late, up to a maximum of
$1,000.. ..California Gov. Pete Wilson has called a special session of
the Legislature on Oct. 8 to discuss a Republican workers comp
reform measure. Mr. Wilson, a Republican, promises to veto Demo-
cratic-sponsored legislation to reform the 5tate's ailing workers comp
system, saying that it doesn't go far enough (BI, Sept. 7)... .Health
Insurance Assn. of America President Carl J. Schramm is resigning
to become executive vp of Fortis Inc., a New York-based holding
company for a network of speciality insurers....American Interna-
tional Group Inc. will become the first insurer to open an under-
writing office in the new Lloyd's of London's building....A U.S.
Bankruptcy Court has approved an agreement settling litigation be-
tween the Pension Benefit Guaranty Corp. and Continental Airlines
Inc. over the termination of seven underfunded plans sponsored by
former Continental unit Eastern Airlines Inc. The agency values the
settlement at $115 million to $130 million....Wind, hail and torna-
does caused an estimated $20 million of insured property damage to
portions of Oklahoma Sept. 1-2. . . .General Reinsurance Corp. Se-
nior Vp Kenneth J. LeStrange has taken early retirement. Mr. LeS-
trange remains a consultant to the reinsurer....Hull repairs on the
Queen Elizabeth 2 passenger liner, which ran aground Aug. 8 (BI,
Aug. 17), will cost insurers around 2 million pounds ($3.6 million),
underwriters say... .Oregon employers will save an average of $57
million in workers comp premiums next year because the average
base premium for voluntary market coverage is dropping 11.4% next
year....Lloyd'S oldest non-marine syndicate, syndicate 404, man-
aged by Cuthbert Heath Undermiting Ltd., is not accepting new
business and will go into runoff. The syndicate's 1989 account is still
open due to pollution and asbestosis losses.



Catastrophe market faces Pakistan flood claims country's gross national product-was des-
troyed before it could be picked and stored m 58 Insurance Index

LONDON-The London catastrophe rein- London market warehouses
surance market faces tens of millions of dol- So far, the floods have lalled more than A spokesman for the Pakistan Embassy 850

lars in claims if floods that have devas- 4,000 people and left more than 1 million in London says that total losses could be
tated the Pakistani countryside hit major m- homeless 830

dustnal areas greater than 16 billion rupees ($640 mil-
1

Last week, London sources speculated that hon) Flood waters have washed through be- 810

Little property in Pakistan iS msured, but the Pakistan msurance industry's retentions tween 18,000 and 20,000 vulages and cities,
London sources estimate that catastrophe re- would cover most of the marine hull and destroying all crops "When the water goes 790 1
Insurance losses so far amount to between cargo losses Underwriters avoided inilhons away, we will know the exact amount of

. $30 milhon and $40 million If major cities of dollars m cargo losses, however, when the damages and casualties," he said 770

are flooded, many more claims could hit the cotton crop-which accounts for 50% of the -By Stacy Shapiro 750 1
Ohio pollution ruling | 730
Continued from page 2 lease or escape of contaminants is "sudden and of "occurrence" 710
victory J

accidental " An occurrence is typically defined as an ac-"060 is another major mdustnal state, and Finding the phrase ambiguous, the appellate cident causing damages that the pollcyholder 690 J
that carnes substantial importance all by it- court Interpreted it as having the same mean- did not expect or intend, including damages
self," said Thomas W Brunner of Wiley, Rein ing as the phrase "neither expected nor m- arising from a continuous or repeated ex-
& Flelding in Washmgton The firm represents tended" m the pollcy's definition of "occur- posure to a condition Thus, an occurrence
the Insurance Environmental Litigation Assn, renee " Base = 100 on Dec 29,1978

an industry group that filed a friend-of-the- could be either an abrupt or gradual event, the Soume Nordby IntematTonal inc
Concluding that the pollution was unex- court notes

court bnef m the case pected and unintended by the pollcyholder, the "Under the definition of 'sudden' now
The Ohio ruling came m a lawsuit filed by court found the pollcyholder was entitled to adopted by this court m the present case, the Insurance ,ndustry stocks soared last week, as

Hybud Equipment Corp of Akron against defense and indemnity exception to the exclumon covers only those the Business insurance Index climbed 16.3
Sphere Drake Insurance Co Ltd of London In its Sept 16 ruling in the Hybud case, damages caused by an abrupt release How- points to 836.1 on Sept. 18 from 819.8 on

Between July 1985 and June 1987, Sphere though, the state Supreme Court rejected the ever, if 'sudden' were construed so that itt could Sept. 11. Advancing issues were led by Pacif-
Drake provided general hability coverage to reasomng of Buckeye Unton and found that also mean 'unexpected' and the exception were icare Health System, up 13.2%; Hanover Insur-
three parties in the litigation Hybud, which Sphere Drake is not hable for defending or construed to be Just a restatement of the defi- ance Co., up 10.2%; and Sierra Health Services,
builds and leases waste hauling equipment, indemnlfying Hybud nition of 'occurrence,' then the exception up 7.9%. Declining issues followed Tokio Ma-
Hyman Budoff, a Hybud officer, and Indus- "Specifically, we hold that the word 'sud- would cover both categones, ie, gradual and rine & Fire, down 9.5%; Travelers Corp., down
tnal Excess Landftll Inc, a landftll owner and den' m the exception is not synonymous with abrupt 9.1%; and American Indemnity/Financial, down

5.0%. The most active issue was U.S. Health-operator of which Mr Budoff was also an offi- the word 'unexpected' m the typical definition "Because such an interpretation would ren- care, 5.8 million shares traded. The B/ Indexcer and director of 'occurrence; " the court ruled "Instead, the der the entire exclusion meaningless, it is nel- was up 2.0%; the NYSE Composite was upBetween late 1987 and 1989, three lawsuits - word also has a temporal aspect " ther acceptable nor desirable under the normal 0.796; the Standard & Poor's 500 was up 0.8%;were filed against one or more of the pollcy- The state high court cited three reasons for rules of contract construction," the court and the Dow Jones 30 Industrials rose 0.7%.holders One suit arose from bodily Injuries its conclusion found

and property damage allegedly resulting from • The word "sudden" is not ambiguous and The panel also noted pubhc policy argu-
pollutants seepmg from the landhll Two other should be given its common meaning of ments supportlng its temporal Interpretation British Issues
suits filed by the federal and state govern- "abrupt" or "without prior notice" of the word "sudden " 1 Week

ments sought cleanup costs for the IEL landbll "This iS the plain and ordmary meaning of "Under the Buckeye Unton interpretation, Sept 17 mice P/E Div Yield High-Low

and another Ohio landfill to which Hybud had the word, and the context in which it is em- only an intentional polluter was excluded from Companies pence pence % pencepence
allegedly transported hazafdous waste ployed does not indicate that it should be coverage Such an interpretation might en- Comml Union 489 14/M 31 5 6 4 510-475

Sphere Drake refused to defend the three given any other meamng," the court ruled Genl Accident

courage the polluter to be less than dillgent, as 478 00 357 75 478-440
GdnRoya;Exch 131 14/M 100 76 131-124pollcyholders, citing the pollution exclusion m , 0 Unless "sudden" is given a temporal merely negligent acts would be covered under

the two pollcies it wrote Royal 142 NM 70* 4 9 148-126
meaning, the word adds nothing to the phrase the policy," the court wrote "In contrast, Sun Alliance 263 N/M 190 72 263-239

In the litigation that followed, a tnal court "sudden and accidental" today's holding encourages dihgence by plac- Brokers

found in Hybud's favor, rullng that Sphere "In its common, ordinary use, the word 'ac- ing the financial burden for gradual or long- Bradstock 107 120 63 59 107-101
Drake had a duty to defend and indemnlfy all cidental' means unexpected as well as unln- term pollution upon the entity best able to CEHeath 279 162 345 124 279-263
three pollcyholders tended Under the Buckeye Unwn mterpreta- foresee and stop it " Hogg Group 105 63 109 104 109-105

A panel of Ohio's 9th Appellate Distnct tion, 'sudden' has the same meanmg, and ac- The pollution that led to the complamts JIB Group 129 95 100 78 129-120
Uoyd Thompson 189 189 60 32 189-169court later affirmed the decision, citing its own cordingly serves no purpose m the phrase," the against Hybud, IEL and Mr Budoff was never

ruling m an earher case, Buckeye Unton Insur- ruling says Lowndes Lmbrt 243 94 168 69 243-228
alleged to have been abrupt or instantaneous,

ance Co us Liberty Solvents & Chemicals Co PWS Holdings 46 53 ,53 11 5 46-43
• Following the Buckeye Union Interpreta- the court noted Thus, lt concluded, the "sud- Sedgwick Grp 131 103 80' 61 131-115

In the earher case, the appellate panel had tion would render the entire pollution exclu- den and accidental" exception d6es not apply Steel Brrl Jones 184 91 177 96 184-164

analyzed the CGL pollcy's pollution exclusion, mon meaningless, since it would only exclude and coverage is barred by the pollution exclu- Willis Corroon 177 111 176 99 177-160

which barred coverage except when the re- damages already excluded by the definition sion .
Sairve-Impaisen, lnrimil

Bi Industry Stock Report
SEPTEMBER 14, 1992 THROUGH SEPTEMBER 18, 1992

Weekly Year to Date Annual Mkt/Bk Weekly Year to Date Annual
Pnce % change % change High Low Vol (000) $ 0/ % Yield P/E Book value value Mkl/ek

1
Price % change % change High Low Vol (000) $ Div % Yteld P/E Book value value

Alexander & Alexander NYS 2463 199 , 2012 2563 1800 180 100 406 103 13.10
, Gallagher Anhur J & Co NYS

1 88 NAC Re Corp OTC 2875
2500 t 4 76 336

1173 2725 1900 41 064 256 18 588
-873 3300 ' 21 75 55 016 056 13 1890 152

Frank B Hall NYS
425 National Re Corp NYS

338 000 2059 550 263 113 000, 000
2013 242 N/A 23.63 1700 53 012 0603 195 10 N/A N/A

Hilb Rogal & Hamilton NYS
1 73 Navigators Group OTC

1375 179
3200

3.77
2.40

14 50 11 00
21 95

57 0 40 2 91 22
4825 2850

356 67 000 000 17 1352 237

Marsh & McLennan NYS
386 Nobel Insurance LTD OTC 4.758438 256135 18.75

3.69 600
8638 7000 793 2 68 3.18

338 191
20 000 0002800 3 7.76 061

Poe & Associates OTC
3 01 NWNL Companies NYS 3913 - 2191175 208 208 1600 11 25

2570
36 040 3.40 15

4375 2525 24
2.82 1.48 3.78 11 6265 062

BROKERS AVERAGE
417 Ohio Casualty Corp OTC 61.75 237

15 24.7528 23 25
6350 4350 241 268 434 10 1800 343

Old Republic Int I NYS 22.00 056 2394

CONGLOMERATES & HOLDING COMPANIES
2250 1513 338 0 40 1.82 8 3309 066

Or,on Capital Corp NYS 39.13 129 2372 4025 2900 97 092 235 6 4350 090
Phoenix RE Corp OTC , 950 000 9.52 12 25Berkley W R Corp 850

OTC 3700 207 21.31
56 020 211 19

3700 2350
1330 071

36 036 097 13 3695 1 00 ' P'ovident Life NYS 2650 095 1398
Berkshire Hathaway Inc NYS

2800 1800 28 1.00 3.77
9400 00 2 45 12 39.50387 940000 254 69 067

0 000 000 31 727000 129 Re Capital Corp ASE 1300 0.00 957 1638 1225ITT (Hartford Group) 14
NYS 024 1.85

6425 058
16 1607

11.26 7063 5000 1108
081

1.84 2.86 18 11205 0 57 Reliance Group Holdings NYS 563 217
Sears (Allstate)

3636 588
NYS

350
4063 240 726

155 032 569 3 640
4800 3250

088
3604 200 492 10 34.50 118 RU Insurance Corp NYS 2000 526 21.21

CONGLOMERATES AVERAGE
21 38 14 63 21 052 260 9

04 1441
109 139

22 18 St Paul Companies NYS 7075 018 2.92 80 75 57 13 734 272 384 7

SAFECO Corp
8660 082

OTC 5025 1 47 308 5338 36.13 775 164 3.26 13 5165 097
1

INSURERS/REINSURERS
SCOR U S Corp NYS 1388 4.31 976 1888 1313 16 028 202 8 11.19

AEGON N V
1.24

NYS 4163 5 71 1893 41 63 28 69 26 268 6.44 7 Se,bels Bruce Group OTC 250 , 476 54.55 725 2.13 201 036 1440 1 1060 024Aetna Lite & Casualty NYS 3900 032 1136 47 00 33 25 1024 276 708 13 OTC 2025 1.82 2090 23.50 1525 114 1.12 553 8 3075 066
Allied Group Inc OTC 2750 5.77 61.76 2750 1625 50 064 233 8 OTC 7.25 492 26.09 8.13 438 115 000 000 4 248 292American General NYS 4838 077 8.71 5038 3900 772 208 430 11 6000 0 81

Tokto Manne & Fire OTC 45 50 945 11.65 5525 3225 15 000 000
American Heritage Llle Ins

7093 064
NYS 3175 160 367 3225 21.56 2 084 265 16 N/A N/A

Torchmark Corp NYS 5225 347 3542 , 5225 3275 571 104 199 16 4095 128American Indemnity/Fin I OTC 4.75 500 000 925 450 5 008 168 Transamerica7 1293 037
NYS 42 00 0.60 533 4675 3563

f
561 200 476 21 5500 076

American International NYS 9563 066 2.80 99.38 78 63 1647 056 059 13 9930 096
Transallantic Holdings NYS 3825 2.00 1.61 3963 2900 94 024 063 12 1838 208Aon Corp NYS 44.13 0.56 1136 49.75 34.75 375 168 381 11 3970 1.11 Travelers Corp NYS 1750 909 1908 23.75 1725 3238 160 914 7 5900 030

Argonaut Group OTC 2900 175 2211 3025 21.75 9 084 290 8 2096 1.38
Trenwick Group Inc OTC 2925 127 2.63 3075 2300 80 0.80 2 74 10 2171

AVEMCO Corp
135

NYS 2363 1.07 550 2800 2150 20 040 169 23 9.55 247 United Fire & Casualty OTC 40 00 000 3333 42.25 28 84 2 100 250 8 3539 113Baldwin & Lyons Inc OTC 31.50 156 22.33 33 00 23.00 1 048 152 8 2429 130
Un,trin

. OTC 37 88 2.36 5.94 38 50 3100 443 120 317 13
Chandler Insurance

3723
OTC

102
438 278 3462 763 213 38 000 0.00 UNUM Corp34 595 0.74

NYS 4250 303 494 4500 2881 554 0 64 1 51
Chubb Corp NYS

13 37.70 113
7525 -017 227 78 88 60.75 1122 160 213 12 42 67 - 1 76 US Facilities Corp OTC 9.13 580 3866 1900 7.00 729 000 0.00 7 958

CIGNA Corp
095

NYS 48.88 1.51 2004 61 75 43 50 908 304 622 11 11715 0 42
USF&G Corp NYS 10.75 2.27 , 48 28 1500 563 1412 020 186 12 1230 0.87

CNA Financial Corp NYS 89.88 0.42 829 104 50 78 50 112 000 0.00 9 70.23 1 28 USLICO Corp NYS 1800 2.13 2.70 2038 1700 34 100 556 20 33.15 054Continental Corp NYS 31.13 349 1267 3475 2325 775 260 835 USLIFE Corp21 40 00 078
NYS 4875 130 183 5250 3850 87 172 353 10 84.55

EXEL Ltd 058
NYS 3763 2.38 033 4025 2975 316 092 245 8 14/A N/A Washington National NYS 2325 2.76 46 46 2325 1400 29 108 465

Fund American Corp r
58 3350 069

NYS 7038 054 072 71 25 6250 83 068 097 18 3611 1.95
Zenith National Ins NYS 1738 000 296 1950 1375 15 100 5.76 9 13.14 132

Frernont General Corp OTC 2575 5.64 5.64 2600 1700 174 100 388 6 45.55 0.57
INSURERS/REINSURERS AVERAGE 01 73 34 109

Frontier Insurance Group NYS 34.13 5.00 26.39 4050 21 91 114 060 1.76 13 2665 128
Gainsco Inc ASE 1175 000 2589 1375 7.22 161 _ 004 034 18 337 349
General RE Corp NYS 9500 556 675 10475 7750 899 180 HEALTH MAINTENANCE ORGANIZATIONS1.89 13 7865 121

Guaranty National Corp NYS 1850 2.78 2759 1850 1263 18 - 048 259 12 N/A N/A FHP International OTC 1850 000
Hanover Insurance Co 2982

OTC
20.00 9.88 943

4575 1024 000 0.00 19
27 97

1550 11945 75 27.75 161 0.44 096 10 37.44 1.22 HMO America Inc
Harleysville Group

OTC
OTC

1750 448 448
20.75

2488
235

963
235 23.75

707 000 000 18 061 28.69
1675 116 064 3.08 8 2299 0 90 Pacificare Health Sys OTC

Hartlord Steam Botler NYS
43.00 13.16 886

57.13 044
4300 10.75 449 000 000 26 2825-065 1.52

5875 4513 221 200 350 17 3550
Kemper Corp NYS

1 61 Safeguard Health Enter OTC 750 000 2000 14.75
2200 - 383

675
42 30

64 000 000
46.13 2075

10 353 212
653 0 92 4.18 9 5000 044 Steria Health Services ASE 3075 789 23243Lawrence Insurance Group ASE 3075 1238

8.25 199 000 000000 2584 15 178 172811.13 700 3 0 48 5 82 19 4.71 1 75 Un,led Healthcare Corp NYS 50.00
Liberty Corp

610 3289NYS 2800 045
50 00 25.00 1656

2655
001 002 35 4360

3288 20.13
1.15

39 048 1.71 12 2935 095 United Medical Corp ASE 763 339Lincoln National 893 8.75NYS 588
65.75 2 020 2623.14

42
2009 6600 4725

879 087
684 292 444 12 81.00 081 US Heallhcare

Market Corp
OTC

OTC
6563 692 5813 6563 2350 5750

28.00 056 0851.75 27
2727

20.55 319
2875 1775 32 000 000 7 1559 180 HMOs AVERAGE 52Mutual Risk Mgmt Ltd 362

NYS 31 00 159
04 24

11.74 3775 2225 34 024 077 19 ALL COMPANIES AVERAGE 10 143 29 14

L.System design Nordby International Inc
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Crisis impact Under terms of the offering de- uncollectible remsurance related to
scnbed m a Sept 9 prehmmary pro- the 1987 and prior accident yeaIS Skandia sells workers comp unit

Continued from page l spectus, Skandia Group's U S unit, But, "going forward in the fu-
counter any future problems with Skandia U S Holding Corp, plans ture, (Skandia America is) going to FOUNTAIN VALLEY, Callf -A subsidiary of Skandia Group lS

reinsurance recoverables, analysts to sell 9 milhon common shares m be a separate and distinct com- selhng its workers compensation insurance affiliate

maintain Skandia Amenca for an expected pany," he added Skandia Direct Operations Corp, a Skandia unit, said last week it is

Scandinavian markets were $18-$20 per share, raising $162 mil- In the first half of this year, $453 selhng Anaheim, Cahf -based Great States Flnancial Corp and that

sha.ken Sept 8 when Finland's cen- hon to $180 milhon million, or 16 9%, of Skandia company's workers comp subsidiary, Great States Insurance Co, to
tral bank said it would abandon its Another 2 4 milhon shares of pre- Amenca's gross premium volume FHP International Corp, a managed health care services company in
pohcy of 1mlnng the Finnish markka ferred stock wall be sold at $25 each, was attnbutable to reinsurance pur- Fountain Valley, Callf

to the fluctuating European Cur- for $60 milhon The proceeds of the chased by Skandia Group Skandia Skandia Direct also is selhng to FHP another Great States subsidi-

rency Umt (BI, Sept 14) On free preferred stock sale will be used to America retroceded about $37 5 ary, Skandia Benefits Service Co, a third-party administrator
flotation, the Finnish markka's repurchase shares of common stock milhon m premiums m the first half Terms of the sale were not disclosed

market value immediately fell 15% The sale would leave Skandia to Skandia Group, a signihcant por- John G Pasqualetto, Great States' premdent and chief operating
Currency outflows from Sweden Group with 49% of the total vot- tion of which was business relat- officer, said the msurer's sale is unrelated to Skandia's recent prob-

as a result of the Flnnish currency's ing power of the company's out- ing to other Skandia afhliates lems in Scandinavia (see stones, page 1 and 13) "It's really been in the

devaluation forced the Bank of standing voting secuntles, or 467% "I think that everything going on works for some timer he said

Sweden to raise Interest rates dras- if an over-allotment option is exer- (m Scandinavia) wlll probably have Great States, which operates m Cahfomia and Anzona, has pro-

tically to defend the Swedish krona cised no effect on the Skandia America jected annual revenues of about $35 milhon and about $10 milhon in

This move was followed by the "We don't expect that the issues offenng," agreed Russell R Mliler of surplus, said Mr Pasqualetto The company's senior management will

collapse of credit Insurer Svenska m Scandinavia are gomg to have an San Francisco-based Russell Miller be retamed by FHP

Kredit and its afflhate International effect on us," said Mr Bensinger Inc, a specialty Investment banking FHP, which operates in five Western states, offers life and health
Credit Insurance, in which both Skandia Group is m "very strong fl- firm to the insurance industry insurance through FHP Life Insurance Co It also operates hospitals
Skandia Group and Trygg-Hansa nancial condition," he said Skandia Group's role as a mi- and medical centers, said Armando Baez, vp-insurance products for
are shareholders Mr Bensmger also does not ex- nority shareholder in Skandia FHP Inc, FHP International's operating subsidiary FHP Interna-

In addition, Trygg Hansa also said pect the Scandinavian situation w11 America "probably shouldn't affect tional began as a health maintenance organization m 1961, he said
earlier this month it would no have any impact on the stock sale it at all," he said Mr Baez said the acquisition, which is expected to be completed

longer provide funds to ltS troubled In response to the prospectus, A potential mvestor would look at early next year, will round out FHP's ability to offer employers a

Gota Bank subsidiary, which has Standard & Poor's Corp gave the company's executives and the full range of 11fe, health, HMO and workers comp coverage Until now,
turned to the Swedish government Skar*lia America's claims-paying quality of its business, said Mr FHP has arranged for unafflliated Insurance companies to issue work-
for assistance abihty an A + rating, and rated ltS Miller He said James F Dowd, ers compensation pollcies

Further comphcating the situa- $60 million preferred stock issue Skandia America's chairman and -By Judy Greenwatd

tion for Skandia were dechnes in BBB + chief executive officer, is "extremely
the value of its stock after an The claims-paymg abihty ratmg capable" and said it "seems to be a
aborted 1991 effort by Hafnia and reflects Skandia Amenca's antici- very solld company A stock offermg placed the Baa2 insurance financial he said "Other than that, I don't
Norway's UNI Storebrand A/S to pated status as a stand-alone entity "ls hkely to succeed," he said: strength ratings of The Home Insur- think it wlll have an impact"
gain control of the Swedish insurer Its rating had been tied to Skandia Eric Simpson, assistant vp at A M ance Co and the associated mem- U S insurers that have placed

Hafnia and UNI Storebrand both International Insurance Corp, the Best Co in Oldwick, NJ, said bers of The Home Insurance Inter- business with reinsurers in the
have suspended payments to credi- immediate parent of Skancha U S Skanda Group's problems in Swe- company Pool under review for Scandinavian market are unlikely to
toI·s In addition, Hainia is negotiat- Holding, whose rating has been den do not "seem to have an imme- posmble downgrade It also placed be signiflcantly affected by the Nor-
ing to sell its foreign operating sub- lowered to an A claims-paying abil- diate impact" on its U S operations the Ba3 long-term ratings of Home die turmoil
sidiaries, while UNI Storebrand 1ty rating from AA- The insurance company fundamen- Holdings Inc on the list Best's Mr Simpson said that

says it may consider such a move in Skandia Group's problems should tals, for Skandia America and Marvm Shulman, a Moody's ana- Scandinavia's worldwide share of
the future (see story, page 13) have no impact on Skandia Skandia Group, are sound, he lyst, said in deterrmning the com- the insurance and remsurance mar-

In the United States, however, Amenca, said Alan Levin, an S&P added "If thmgs are done m an or- pany's rating, "We're looking at ket is less than 2% "I would charac-
Skandia Amenca and The Home are senior vp m New York "They are derly manner, it should have no im- three levels" the ultimate parent, terize it as being either immatenal
relatively well insulated from their apparently quite separate from pact," said Mr Simpson the intermediate holding company or not overly signihcant," insofar as
parents' complex problems Skandia " Meanwhile, Moody's lS reconsid- and the Insurance operations them- U S msurers are concerned, he said

Skandia Amenca's planned Initial He noted that according to the ering its ratlng for The Home Insur- selves "More than passing concern

pubhc offenng lS expected to take prospectus, Skandia Group has ance Co in response to Trygg- S&P, though, made no move to would be inappropriate," said David
place within the next week or two, agreed to provide Skandia Amen- Hansa's difficulties, though S&P has change The Home's A- rating, say- Anthony, a senior analyst at
said Steven J Bensinger, president can with up to $150 milhon of pro- not taken any action ing it does not anticipate the insurer Moody's
and chief operating officer of the tection for adverse loss reserve de- Citmg Tzygg-Hansa's situation, will need further capital support He pointed out that non-U S

New York-based reinsurer velopment and potential Moody's Investors Service has from Trygg-Hansa reinsurers are required to post let-
However, it did put Trygg- ters of credit in the Umted States

Candidates' positions Hansa's claims-paying abillty rating guaranteeing payment of losses,
on its CreditWatch surveillance hst, which "m effect removes much of

Contmued from page 2 vouchers would fall short of ena- Mr Fned said with negative imphcations their credit nsk"

Washmgton-based group opposed to bling low-income individuals to Without some kind of limits to James J Meenaghan, president Mr Anthony also noted that most

taxation of employer-provided purchase coverage, Mr Fned said control health care spending, a and chief executive officer of The of the Scandinavian companies
health benehts "Where unll the low-mcome fam- "heavier-handed" approach wall be Home, said he was puzzled by work on a divisional basis, with re-

While the meeting was billed as ily come up with the money?" Mr necessary later, he said Moody's decision to pair Trygg- msurance handled by their Interna-
an opportunity for representatives Fned asked Judging from the two representa- Hansa with The Home tional divisions These divisions m-

of the two presidential campaigns to But Ms Wilensky said tax credits tives' comments, President Bush and "The bottom hne" is that Trygg- vest their assets in the same
present their candidates' views on and tax deductions wlll "empower" Gov Clinton agree on certain ele- Hansa's difficulties have no effect at currency m which the pollcy is writ-
health care reform, both Mr Fned mdividuals to obtain coverage That ments that should be mcluded m a all on The Home, Mr Meenaghan ten For example, on U S risks,
and Ms Wilensky chose instead to approach makes more sense than health care reform package said Everything that is being talked these units w]11 Invest their assets in
cnticize the opposing viewpomt requiring all employers fo offer The two candidates, for example, about lS happenmg m Sweden and U S Treasury bonds and highly

Mr Fned, for example, said the health care plans, a requirement want to bar insurers and self-funded is related to banking and credit in- rated marketable secunties or keep
Bush administration really had no that could impede economic growth, employers from denying coverage surance operations, he said "In no it m cash In contrast, the problems
mterest m health care reform until she said for pre-existing medical conditions way are those entities related to us " of the parent companies stem from
last November when pohtical activ- The Bush adviser lashed out at and to prevent insurers from deny- He said even if Trygg-Hansa's domestic investments made in Scan-
ist Harris Wofford defeated former the Clinton plan to set a global ing coverage to certain members of assets in both the banking and dmawa, he said
U S Attorney General Richard health care spendmg limit Such a an employer group-a practice credit operations deteriorated to Mr Anthony said relatively httle
Thornburgh-the administration's hmit, Ms Wilensky said, would have known as "cherry-picking" zero, it would stlll have 12 bilhon reinsurande iS placed directly by
"hand-picked" candidate-to flll the to be enforced by fixed pnce con- Both candidates, their representa- krona ($21 bilhon at current ex- U S ceding companies with the
Pennsylvania Senate seat left va- . trols on health care services, which tives said, also want to make it ea- change rates) m surplus This leaves Scandinavian remsurers
cant after Sen John Heinz died would lower the quality of care sier for small employers to band to- lt "extremely well-capitalized" to Many Scandinavian insurers en-

Bolstenng his argument that the "We are fundamentally opposed gether to buy health Insurance on a focus on its core businesses, said Mr tered the mtemational remsurance
Bush administration was a Johnny- to a global budget It lS a detnment group bams Meenaghan market m the late 1970s and early

come-lately to health care reform, to quality health care Trying to Gov Clinton favors purchasing He added that The Home on its 1980s, but had bad expenences and
Mr Fned noted that the adminis- micro-manage" the health care sys- cooperatives so small employers wlll own had $950 million in surplus subsequently largely withdrew from
tration has yet to introduce as legls- tem doesn't work very well, she have the same clout as larger flrms as of July 30, up 54% from $901 because they found reinsurance to
latton all the pieces of a health care said in the health msurance market, Mr million at year-end 1991 Its net be too unpredictable, he explained
package it unveiled in February Mr Filed countered that Just as Fned said premium-to-surplus ratio is about The exceptions, he said, have been

But Ms Wilensky responded that employers have to pay Social Secu- And the Bush administration has 18-tool "We feel very comfortable Skandia and UNI Storebrand,
while the administration at least has nty taxes, they also have an obllga- proposecf "Health Insurance Net- at these numbers " which have maintained a relatively

a detailed health care reform plan, bon to fund health care coverage for works," a type of group purchasing S&P's Mr Levin said Trygg- substantial presence in the busmess,
all that the Clinton campaign has their workers, either by offenng a arrangement for small employers Hansa's problems stem pnmarily, if though both now say they wlll no
come out with is a thinly docu- plan or paying msurance premiums Those networks are a response to not exclusively, from its mvestment longer consider International rein-
mented three-page plan to a publle plan small employers that say the group in the Gota Bank The Home is not surance to be a core activity

"It is vague and elusive," she However, the health care coverage health insurance market iS too ex- affected by this situation, he said, Mr Anthony also charactenzed
charged mandate would be phased m and pensive and too unrehable, Ms Wi- adding that "it's not even Trygg- Skandia and UNI Storebrand's

Mr Fned rephed that the core tax credits would be provided to lensky said Hansa's msurance operations that problems as esotenc financial issues
of the admmistration's health care small employers to prevent them Both candidates also strongly op- are havmg any problems " at the holding company level "I

package-providing tax credits and from "going over the edge," Mr pose a government takeover of the Michael Smith, an analyst with don't think there's any particular
tax deductions of up to $1,250 for an Fned said health care system and want to Lehman Bros in New York, said question mark" concerning their in-
mdividual and $3,750 for a family to At the same time, "rational" leave primary responsibility for pro- he believes the impact of Trygg- surance operations, he said
make it easier for the uninsured to spending hmits are needed to con- viding coverage with employers Hansa's problems on The Home S&P's Mr Levm agreed there's

purchase health care coverage-is a trol costs, he said Without such "What we want to do flts m with "will be fairly small " httle need for concern on the part of

"sham This is not reallty " limits, hospitals, for example, unll the traditional health care system," The problems could limit The U S insurers "There's not a whole
Since the annual cost of medi- contmue to compete with one an- m which most people receive em- Home's growth in the near term lot of impact to the American mar-

cal coverage for a family can reach other in buyIng expensive equip- ployment-based coverage, Mr Fned if there 15 an up cycle and lt needs ket from the Scandinavian rein-
the $7,000 range, the tax credits and ment whether needed or not, said • more capital to take advantage of it, surers directly," he said .
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